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SOME ASPECTS OF THE PROPOSED CAPITAL LEVY. 


ON a recent occasion (Economic Problems of Peace after War, 
Second Series, pp. 56-86) an effort was made to estimate the 
balance of advantage of various schemes for an extensive cancel- 
lation of the National Debt in so far as these had been developed 
up to the beginning of the present year. It is evident that some 
of the demerits and some of the merits of any given scheme were 
peculiar to that scheme, while others might be conceived to apply 
to any special tax which was designed to reduce the whole or a 
large part of the debt. In the present investigation an attempt 
will be made to deal with the general question. This is an inquiry 
which is subject to special difficulties, since most proposed taxes 
depend as much, if not more, upon the manner in which general 
principles are applied as upon the principles themselves. 

The great argument for redemption of a vast war debt still 
remains Ricardo’s plea for a “ ransom,” in the sense that such a 
debt entails a charge upon income in the future until it is re- 
deemed, and there seems to be little object in delaying repay- 
ment. It is true that, subsequently, Ricardo annexed a governing 
condition, namely, that the country which contemplates an ex- 
tinction of debt must be “ resolutely determined” not to have 
recourse to future borrowing. If this condition is valid it is 
difficult to see how it can be satisfied, since no Act of Parliament 
can bind its successors. Indeed, under modern conditions it may 
be doubted if the observance of this condition would be wise. 
Ricardo seems to have contemplated the cancellation of war debt 
by means of a general contribution not only in order to free the 
nation from that debt, but also to prevent in the future the forma- 
tion of a new unproductive debt. But, when war mobilises the 
larger part of the manufacturing resources of the country, a nation 
which bound itself by a self-denying ordinance of this kind (if that 
were possible) would be likely to prejudice its powers of defence, 
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and that, too, in all probability even more in the future than at 
the present time. Thus the permanent extinction of war debt, 
which Ricardo had in view, is only possible under conditions of a 
perpetual peace. 

The reference to Ricardo's views is no idle antiquarianism. 
On the contrary, he is quoted because he envisages a summary 
redemption of war debt in a more virile spirit than most of the 
modern writers who lean towards this method. He never con- 
templated half-measures : with him it was a matter either of “ all 
or none.” And there is little doubt that the logic of the situation 
admits of only two alternatives, namely : on the one side a com- 
plete redemption and on the other a sinking fund, spread over 
years, and obtained from the ordinary Budget. All schemes 
which aim at a special contribution to discharge some fraction of 
the debt (such as two-thirds, a half, or a quarter) manifest all the 
futility of an ineffective compromise. Also the nature of the con- 
tribution is no less clearly defined by the circumstances. The 
alternatives here are between levying upon the source of income 
for the contribution or upon income for the service of the debt— 
in each case above the minimum appropriate to either situation. 
As regards the former, the Levy ought to apply to the source of all 
income, both actual and potential, above the minimum agreed 
upon. If the term “ Levy upon Capital” be used, then it is to 
be understood as applicable, not only to material capital, but 
also to immaterial capital, as well as to what is sometimes called 
consumers’ capital, such as furniture, clothes, jewellery, etc. The 
position of incomes obtained by personal exertions occasions no 
little difficulty. It is by no means easy to devise a Levy which 
would apply to them, and it would turn out in the end not to 
be a real Levy but a system of payment by instalments, that is, 
in effect, an extra income-tax upon earned incomes. It follows 
that, as far as these incomes are concerned, the proposed policy 
reduces itself to an accelerated redemption of debt by means of 
what is virtually an increased income-tax. On the other 
hand, if incomes from personal exertions were exemptéd 
from the scheme on the ground of the difficulty of assess- 
ing and collecting the instalments, it would _ suffer 
greatly in equity and to a less degree in productiveness. If 
Charlie Chaplin resided in this country and continued to earn the 
striking salary with which he is credited by means of his no doubt 
considerable personal exertions, it would be felt to be palpably 
unjust that such an income should be liberated from contributing 
to the special redemption of debt, while trust funds of moderate 
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amounts were made liable. The difficulty of assessment and collec- 
tion in this special case is very considerable. If the State compro- 
mises by taking an extra income-tax on those earned incomes (in- |: 
cluding wages) which were decided to be subject to it, there would 
be a certain loss in the productivity of this part of the Levy, since 
this duty, added to the tax-remaining after the Levy would have 
been made, might be sufficiently high to check the increase in 
incomes of the larger amounts. On the other hand, if the earning 
power of a man’s brain or artistic faculty be computed actuarily, 1 
and the sum so arrived at be divided into a number of annual pay- 
ments, then it is difficult to see how the estimate could be realised. 
Many would die before their expectation of life had been reached, 
while others would earn much less than the valuation made. It 
would follow that in these cases instalments could not be obtained, 
and it would occasion great discontent if others, who had succeeded 
beyond their valuation, had their quotas subsequently increased. 
These difficulties are great, thongh not insuperable, but the main 
point at the moment is that if there is to be a great redemption of 
. war debt (which should in principle apply to the whole of it, for 
which this country must provide the interest) the balance both 
of equity and productiveness points to the inclusion of immaterial 
capital in the Levy; while, in this particular case, the Levy in 
fact becomes a special income-tax. As applied to land and many 
of the smaller incorporated businesses, a similar transformation of 
the Levy would probably be necessary ; so that in these instances 
the device of a Levy breaks down, and the impost becomes a 
special income-tax assigned to the redemption of debt. 

It is not a little surprising, though in one sense possibly a sign 
of the times, that in most discussions of this question one of the 
most fundamental issues is altogether overlooked. The scheme 
proposed should be regarded from its effect upon public expendi- 
ture. It has long been a commonplace in treatises upon public 
finance that war involves extravagance. It is probable that no 
nation has ever been fully prepared for all the surprises of long- 
continued hostilities upon a great scale, and hence various types 
of military supplies have to be procured at the shortest possible 
notice. This is not conducive to economy, and the pressure of the 
times leads to a relaxing of the usual safeguards against public ex- 
travagance. Already there is sufficient information to show that 
our management of the present war has been no exception to this 
rule, and it is to be feared that only a part of the waste and avoid- 
able loss has been disclosed. But the infection of extravagance 
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the conduct of hostilities. It extends and touches many branches 
of the public service. In the years following the declaration of 
peace the usual corrective comes from the desire of taxpayers to 
reduce the burden of taxation which the war leaves behind it. 
They are compelled to adopt this course when the pressure is felt 
more keenly after the cessation of war expenditure, and perhaps 
when trade is dull or even depressed. Even under these circum- 
stances the restoration of economy is only obtainable after a con- 
siderable period and with no little difficulty. There can be no 
question that the reduction of public extravagance is not only 
desirable but necessary ; and it can be seen, both in principle and 
from past experience, how it is enforced under a system of taxation 
for the payment of interest and sinking fund upon the war debt. 
It is, indeed, only then that the people realise, in the case of a 
war largely financed by loans, what its material cost has been. 
This being so, it is not unnatural to inquire whether the adoption 
of a Capital Levy would have the same effect. As far as it is 
possible to forecast the consequences in this respect, it may well 
be doubted whether a sudden unique contribution, payable for the 
most part at one time, would be as effective in compelling economy 
as the steady pressure of a high rate of taxation over a long period. 
The driving power of such part of the Levy as might be payable 
in instalments would be compuratively limited. New incomes, 
made by those who did not contribute to the Levy, would neces- 
sarily not have felt it. Even those who had paid their contribu- 
tions, while they would no doubt feel the diminution of their 
nominal capital intensely at the time, would not have the same 
incentive to exert themselves in controlling expenditure, since 
they would judge that no such efforts would restore to them the 
capital which they had been compelled to surrender. In extreme 
circumstances the advocates of extravagance would always have a 
half-formed idea that in case of necessity another Levy might 
be made. It has happened only too often that “ the special and 
unique occasion” of one Government becomes the habit of its 
successors, if it seems to be the line of least resistance. “ Special 
occasions” lead inevitably to special pleading, and exceptions 
tend to become the rule. As Mr. David Hannay has said very 
neatly in this connection : “‘ There have been women who never 
had an affair of gallantry. There never was a woman who had 
only one.” 

I may, perhaps, be pardoned for insisting upon this aspect of the 
situation, because it seems to me that, contrary to the general 
opinion, the great post-war financial problem will not be distribu- 
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tion of taxation nor the productiveness of revenue, but the disciplin- 
ing of expenditure in order to secure results adequate to the outlay, 
an aim which seems unfortunately to have been lost in the limbo 
of forgotten things. I fail to see how, five or ten years after a 
complete Capital Levy had been made, there would be the same 
steady pressure towards economy, as if at that time there was 
still a comparatively high level of taxation to be borne. Very 
large numbers of the population would not have contributed to 
the Levy, many of these will have suffered lightly from war taxa- 
tion since during that time their real earnings (after deducting 
the increased taxes they bore during war) will have been higher 
than before. Others will be making increased incomes through 
post-war activity. Even those who contributed to the Levy will 
have learnt by this time to acquiesce in what seems to them an 
evil that cannot be remedied. 

At this point the main thread of the argument may be broken 
for a moment ‘in order to consider how the foregoing line of 
thought would be modified, if instead of the Levy being logical 
- in paying the whole debt as defined, it was illogical in redeeming 
only a part of it. In the latter case there would be a scale of 
taxation intermediate between that required if there had been no 
Levy and what it might be conceived to be if there had been a Levy 
which would have sufficed to redeem all the war debt. In that 
event taxation ought not to be as high as if the redemption of 
debt were dependent on the normal sinking fund, but it would 
be sufficiently high to exert some influence towards economy, 
though necessarily not to as great a degree as if there had been 
no exceptional redemption. This seems to be the only economic 
argument for a partial cancellation of debt, but it is unfortunate 
that, to the precise extent it is relied upon, it injures the main 
contentions which support the principle of a Levy. ‘That argu- 
ment must insist that a special contribution for this particular 
purpose constitutes a tax different in kind from all others. This 
can be advanced with some plausibility when the redemption is to 
be complete, but it fails if that redemption is to be only partial. 
In some respects the latter proposal resembles an exhortation to 
someone to make a supreme heroic effort to jump a chasm—and 
then telling him to check his leap half way ! 

An objection may at once occur to the reader. “ How,” it 
may be asked, “ can it be maintained seriously that the redemption 
of all the war debt would promote governmental extravagance? 
If no debt is redeemed except by a small annual sinking fund, it 
is surely a gross fallacy to suppose that the consequent high 


— 


252 THE ECONOMIC JOURNAL [SEPT. 


taxation will force economy ; since, of the revenue which must 
be raised under those conditions, a large part will consist of funds 
required for service of the debt which cannot be altered by any 
economy on the part of the Government.” The objection, I con- 
ceive, is correctly stated, except in so far as it altogether fails 
to envisage what is implied in the situation which would follow 
a thorough-going application of a Levy. In that case taxation 
could be very greatly reduced. To make the situation definite, 
it is necessary to form some picture of what taxation might then 
be expected to be. We cannot tell what the new necessary ex- 
penditure on Civil Government and Pensions would be, and there 
is complete uncertainty as to what will be required for purposes 
of defence. If it be assumed for purposes of illustration that the 
outlay under these heads might be about 300 millions, then, when 
it is kept in view that income-tax on war loans would have dis- 
appeared with the redemption of these loans, it might be antici- 
pated that the proportion to be found by income-tax could be 
obtained at the equivalent of a rate of about 1s. 8d. to 1s. 9d.,! on 
the assumption that taxable income, immediately after the Levy 
had been made, would be rather more than it was in 1913-14. In 
any case, the necessary rate would fall between 1s. 6d. and 2s. But 
would anyone maintain seriously that this would be the actual 
rate? When the war ends income-tax will be at least 6s., and 
possibly considerably more. The actual rate after a complete 
Levy would be the resultant of public extravagance on the one 
side and the desire to make substantial reductions in the war 
rate on the other, and it seems hopeless to expect that there would 
be even the most remote prospect of the rate falling to what it 
ought to be. The “ ransom” would, in fact, have turned out to 
be a financial treaty of Brest-Litovsk. 

A closer approach to some of the implications of the Levy 
may be made by an examination of a curious conflict in the argu- 
ments by which it is supported. These arguments are contra- 
dictory, though not necessarily mutually destructive. On the one 
side it is urged (e.g., by Mr. S. Arnold, Hansard, 105, pp. 897, 898) 
that the taxation required for the service of the debt is paid in 
the main by those classes who own the debt, and that therefore 
they might write off the liability by reducing their capital. The 
inference is—as has been expressly stated by Ricardo—that the 


1 It must be remembered that with a graduated Levy the larger incomes 
would be reduced more than in proportion. Accordingly, the revenue which 
would have been raised at a pre-war rate of 1s. 8d. or 1s. 9d. would now require 
considerably increased rates on the larger incomes. The effect would be felt by 
new incomes. 
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Levy can be made without any sacrifice by the class to which it 
is applied. The other type of argument is the converse, namely 
that the Levy does involve sacrifice, and that it affords an oppor- 
tunity of reducing inequality of sacrifice on the ground that young 
men, as a Class, are physically strong but financially weak ; older 
men, as a class, are finaneially strong and physically weak. The 
State calls for the strength of each, demanding military service 
from the fir-+ group and financia! service from the latter by means 
of. the Capital Levy (¢.g., Professor Pigou, Economic Journal, 
XXVIII., p. 146). 

Both views cannot be maintained at the same time, since the 
Levy must either involve sacrifice or not involve sacrifice. But, as 
it seems to me, neither view is maintainable in the form in which 
it has been expressed. The first has been best put by Ricardo. 
“A man who has £10,000, paying him an income of £500, out of 
which he has to pay £100 per annum towards the interest, of the 
debt, is really worth only £8,000, and would be equally rich 
whether he continued to pay £100 per annum, or at once, and for 
only once, sacrificed £2,000.” Under the limpid clearness of 
Ricardo’s statement several assumptions are concealed, some re- 
garding equity, others concerning finance. There will be occasion 
to deal with several of the first in another connection, while the 
latter call for immediate consideration. It is taken for granted 
that the person in question is typical and that he bears a due 
proportion of taxation for the service of debt. It is assumed 
that owners of property bear the whole of this taxation, else 
the capitalisation of the tax annuity will not work. But the 
same assumption as to stability of taxation is extended to the 
other taxes for which the man of property is liable. The total 
taxes to which the income of £500 is subject consist not only 
of the £100 per annum specified but also of the additional pro- 
portion of this tax-payer to the expenditure other than that for 
the interest on the debt. If the institution of a Levy has effects 
upon this other taxation, then the man will not be “ equally 
rich” whether there is a Levy or not. If the Levy causes the 
remaining taxation to be lighter than it otherwise would be, 
then the man is pro tanto better off. If, on the other hand, the 
Levy causes that taxation to be higher, he will be worse off. 
For reasons already advanced, unfortunately, the latter is the 
more probable conclusion. But the main financial statement of 
Ricardo is still to be dealt with—is his representative man “equally 
rich” where there is a Levy or not, when no account is taken 
of variations in taxation other than that for service of the debt? 
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Ricardo only considers two possibilities, on the one hand a com- 
plete redemption of the debt by a single operation and on the other 
hand the maintenance of the debt in its entirety. There are 
several other alternatives, amongst which may be mentioned a 
partial redemption of debt by means of an incomplete Levy from 
capital or a progressive diminution of debt out of income. The 
last calls for comment. It must provide from taxation enough 
to meet the interest on the debt and in addition an annual sum, 
representing a small percentage of the debt, for redemption. -In 
the latter case the following appears to be the position regarding 
the annuity for service of the debt. At the time when it is pro- 
posed to make a Levy the charge for interest(which in the one 
case it is planned to capitalise and write off and in the other 
to raise by taxation) is the same. If there is no Levy, then in 
addition to the charge for interest there will be the contribution 
for the sinking fund, also to be raised by taxation. It follows that, 
at this point and regarded arithmetically, the advantage seems 
to lie upon the side of the Levy. But this apparent advantage 
disappears when it is remembered that on the one side after the 
Levy taxable income would be less, and on the other side the 
interest charge capitalised is not the whole amount of 
taxation to which those persons subjected to the Levy 
would have been liable; and, as already shown, the 
Levy will almost automatically increase this other taxation. 
It is quite possible it would have the effect of increasing it to 
an amount which would be equivalent to a small sinking fund 
by the continuance of sheer waste in administration, and in the 
lapse of a few years this balance would be further augmented 
very considerably. It follows, then, that the Levy presents no 
initial advantage from this point of view. After the first year 
of the sinking fund, if no new unproductive debt is created, each 
year shows an added balance of disadvantage against the Levy, 
for it has capitalised a declining charge as if it were a fixed one. 
There is another consideration which must operate in the same 
direction. Apart from conversion, the sum required for interest 
upon a given amount of debt is fixed, but the proportion of that 
sum to be borne by a unit of income tends to decline, because the 
total quantity of income subject to taxation increases. For ex- 
ample, the taxable income for purposes of income-tax upon a 
true comparative basis rather more than doubled in the thirty- 
three years from 1881-2 to 1913-14 (e.g., 1881-2 468°7 millions, 
1913-14 951 millions). It is true that during the same period ex- 
penditure more than doubled, but if the part of the expense of 
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the South African War which was paid from taxation as well as 
the charge for interest and redemption of the other portion that 
was borrowed be deducted, it is evident that taxable income had in- 
creased rather faster than normal expenditure. This tendency 
showed itself in spite of comparatively liberal outlays upon social 
betterment which, towards the end of the period, were upon a 
larger scale than ever before. There can be little doubt that in 
an equal period after the end of the present war the proportionate 
advance in taxable income will be even greater, so that Ricardo’s 
representative man would stand to lose under this head also. Thus 
he would be trebly damnified by electing to extinguish his annuity 
for interest upon the debt through a Capital Levy—first by the 
avoidable increase in taxation other than that for interest, secondly 
by losing the ultimate benefit from conversion, and finally by 
excluding himself from the possible decrease in the rate of taxa- 
tion through increase in the taxable resources of the country. 
It follows that, on the whole, the probabilities point to a Levy 
involving sacrifices upon those who are subject to it. 

If, then, a sacrifice is involved, we come to the other argu- 
ment, which admits it, and proceeds to contend that it is pre- 
cisely this sacrifice which justifies the Levy in equity because it 
will fall mainly upon the old men who are exempt from military 
service. If the argument had been sound, it would have been 
weakened by the raising of the military age in April. But upon 
the whole I am inclined to think it rests upon a dubious founda- 
tion. Men in the Forces have been considerable subscribers to 
War Loans. There are, also, many of them who own property, 
often of large amount. Are their property and savings to be 
levied on or will they be exempt? If subjected to the Levy the 
whole principle of this argument goes by the board—if not, then 
all the valuations of the wealth upon which the Levy would be 
made must be revised and reduced by an unknown but large sum. 
Further, this view takes no account of succession and bequest. 
Old men, and old women, too, who have property, usually con- 
serve it in the interest of some younger lives which they desire 
to benefit. To the first class the infliction of a Levy is of com- 
paratively little concern, for the time during which they will feel 
it is bound to be relatively short. Thus by far the larger part of 
the true incidence will be upon their successors. Amongst those 
ot them who are men the great majority will have served in the 
combatant forces. But it may be said that half or more than 
half the beneficiaries will be women. And their claims to succes- 
sion cannot be denied, for they include, alas! too many young 
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widows of officers and others who have served, in very numerous 
instances with children to educate upon niggardly pensions. Again, 
from the time that the Germans began to sink hospital ships and 
to intensify the bombing of hospitals, there can be little doubt 
that the risk in war which presents the highest degree of sacrifice 
is that of nurses and other women employed at the bases. The 
former in particular, even in less barbarous wars than this, were 
regarded as immune from hostile attack both by reason of their 
work of mercy to all belligerents alike and by their sex. Now 
they are subject to death and mutilation without the man’s remedy 
in the chance of retaliation. It is on many of these that the real 
burden of the Levy will fall. 

Once the question of equity has been raised it may not be 
wholly unprofitable to follow it just a little further. Those of 
us who have been insistent, in season, and, perhaps, sometimes 
apparently out of season, in urging personal economy with invest- 
ment in War Loans and in condemning all profuse expenditure, 
are in danger of being placed in a position of no small difficulty 
to the precise extent that the idea of a Levy is advertised. It is 
waste of time and breath to dilate on exemptions from the pro- 
posed Levy and graduated scales of duty; what the plain man 
sees is that if he spends a certain sum of money he gets all the 
satisfaction he can extract from it. If he saves it, he hears that 
the Government is advised to take a part. This he regards as 
unjust, and he decides not to save, in many cases ceasing to 
maintain regular subscriptions to War Bonds or savings certifi- 
cates which have been made previously. Within my personal 
knowledge these proposals have had a marked repressive effect 
upon the subscriptions to War Bonds, which is to be greatly 
regretted inasmuch as each revival of the propaganda for a Levy 
will add very much to the difficulties of financing the concluding 
stages of the war. . 

The reduction of amounts already saved by means of a Levy 
is hard to justify in equity when this course lets extravagance 
go free. It almost seems as if it were intended that an extrava- 
gant Government should be consistent in giving a bounty to ex- 
travagance by imposing a differential tax upon saving. It would 
not be unnatural for the public to say: ‘“ What I spent I have, 
what I saved I lost.” And the annoying thing will be that the 
public would be largely in the right, for no Levy could reach ex- 
penditure upon articles of immediate consumption which perish 
in being used. 

All those who have given serious consideration to the finan- 
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cial position after the war have insisted upon the need for large 
supplies of capital. It is an essentially Gilbertian proceeding to 
foster saving by seizing a part of savings already made—just as 
if life after the war were to be a new banquet of Elagabalus where 
the guests were prepared for the feast by the administration of an 
emetic. : 

It cannot be questioned that the defence of the most vital 
liberties of the British peoples is an interest which is common 
both to the present and the immediately succeeding generations. 
If those now alive failed in their duty, the future of their succes- 
sors would be gloomy in the extreme. Therefore it seems only 
reasonable that the material burden should be divided between 
the present and the future. To the best of our knowledge and 
judgment we are securing the national freehold for our successors, 
and it is their duty and privilege to share in the loss as far as 
they can. It follows that the proposal for a Levy errs in so far 
as it proposes to aim at liberating future incomes from what may 
be conceived to be their proportion of the cost. Contrary to the 
opinion of Professor Seligman and others, it has been urged by 
Professor Pigou that under no circumstances can future genera- 
tions be made to pay any part of the principal or interest of in- 
ternal War Loans—for “ what posterity will have to pay, pos- 
terity will also receive.” The epigram reminds one of the river 
of Heracleitus and the arrow of Zeno the Eleatic. This is surely 
to breakfast on antinomies and to sup on paradox. So it might 
be argued that excessive convictions for drunkenness were not 
an evil, for what the country paid in fines it also received. Even 
at the risk of being quite “ unsound,” one ventures to suggest 
that the question is not determined by a mere mechanical balanc- 
ing of the warrants and cheques which are used for making the 
payments. While in banking every debit must have a credit, this 
does not dispose of the matter of profit or loss on a series of 
operations. What is of obvious importance is not the mere arith- 
metical process, but what is really paid and really received when 
debt is redeemed. When Government stock is saleable freely on 
the market, redemption brings no direct and immediate benefit 
to the owners unless they convert the sum received into commodi- 
ties—the indirect effects may be advantageous to them or not, 
according to circumstances. By far the larger part of the funds 
disbursed in paying off debt will be reinvested; and the stock- 
holders are only the channel through which these funds pass, 
either immediately or ultimately, to a new use. If a portion of 
the investment is overseas, the case is analogous to that of the 
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repayment of a foreign loan. When the larger part is used at 
home, the capital which comes into existence will not be dis- 
tributed gratis like the money sometimes reported in the Press 
as having been scattered in the streets by amiable visitors who 
are in search of @ new sensation, but must be remunerated out 
of the results of the production it assists in establishing. So it 
follows that the resources for the redemption of war debt, pro- 
vided by the sacrifice of the tax-payers, are not balanced by an 
unbought gain; but, when converted into capital, result in the 
other series of sacrifices arising from the production which results : 
that is to say, there is first the sacrifice of the tax-payers, then 
the sacrifice of production against which there is only one benefit 
(just a little in excess of the latter), namely, the payment made 
to the factors of that production (of which interest on the capital 
is one). It follows that in each case the original sacrifice remains. 
What posterity pays, posterity will also receive—at the cost of 
earning it. Speaking quite generally, the effect of a loan is 
that posterity is rendered liable to do the amount of work which 
is necessary to pay it off. Loans, in fact, constitute a conditional 
lien on the production of the future and the real burden on pos- 
terity remains the sacrifice in paying the extra taxes required 
for redemption. It seems, then, to be in the highest degree equit- 
able, considering the unimpeachable benefit to posterity through 
a just war which is necessary in the interests of the present and 
even more in those of the future, that posterity should share in 
the cost by undertaking the necessary extra effort which will 
be required, if it wishes on its own behalf to reduce the debt: 
Hitherto the position has been considered from the point of 
view of the type of a Levy on Capital which is logically most 
defensible, that is, one which would redeem the whole debt upon 
which this country has to pay interest, and at the same time a 
Levy which would apply to the source of all income, whether 
actual or potential, both unearned and earned. In one respect, 
if one takes any account of the great majority of current proposals, 
it must be noted that the tendency is to exempt earned income from 
participation in the Levy. In fact, many proposals for a Levy 
are naive attempts to shift the payment of the proportion of war 
costs which would otherwise be borne by earned incomes to the 
owners of material capital. This is obviously inequitable. If 
the war had been financed by raising the whole cost through taxa- 
tion at the time, these incomes would have paid much higher 1n- 
come-tax and super-tax than the amounts which were actually 
demanded from them. By urging a Capital Levy they would free 
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themselves from such proportion of taxes as they would have been 
liable to if there had been no Levy. Such a form of the pro- 
posed Levy is so flagrantly inequitable that it recalls the sneer 
of Juvenal against the parasites who were content aliena vivere 
quadra, 

So far the scheme has been considered from the point of view 
of equity. While it is true that the balancing of these considera- 
tions tends against the suggested Levy, it must be remembered 
that, in questions of taxation, equity alone is never decisive, and 
so it remains to examine the more probable effects of a Levy 
upon production in general, and especially on the productiveness 
of the revenue. ‘The alternatives of a Levy and a sufficient 
amount of taxation to meet the interest on the debt and to provide 
a sinking fund can scarcely be outlined in any satisfactory 
manner unless account is taken of the prospects of taxation in the 
chief producing countries. All the more important belligerents 
will be heavily indebted. It is difficult to see how some of them 
will be able to meet the interest upon their debts. If an enemy 
country will be forced to impose a Levy on Capital, we call it 
repudiation or bankruptcy, and claim that this course represents 
a very grave deterioration of its credit and a serious impediment 
to its commercial recovery. The psychology of war has many 
vagaries, not the least of which would be the conclusion that the 
same course, when adopted by an enemy, represents financial col- 
lapse, but in our case affords evidence of supreme monetary 
strength. The position may be illustrated by a comparison of the 
possible financial future of Germany and this country. Let it 
be assumed that the former will have no option but to write off 
a part of its debt (which is in effect a Levy on its Capital), and 
that this country will be free either to follow the same course, or 
else to proceed by the normal method of post-war taxation. Upon 
the first alternative Great Britain would be at a disadvantage as 
compared with a third country (say the United States) in which ° 
no Levy had been made. This is a question which concerns us 
in a pre-eminent degree. The enforcement of a Levy could 
scarcely fail to have a most prejudicial effect on the position of 
London as an international centre of finance. The building up. 
of the financial reputation of the City has been the work of cen- 
turies, and it may be lost in a single session of Parliament. There 
can be little doubt that a Levy, in the circumstances indicated, 
would produce a marked deterioration in the credit and reputation 
of London as an international money market, the effects of which 
would be felt for generations. Foreign capital, that was in the 
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habit of going to London, would tend to be diverted to New York 
or to other centres where there had been no Levy. Even if all 
the belligerents adopted this method, there would remain some 
neutrals who would be able and ready to take advantage of the 
opportunity. In that case Amsterdam might recover its former 
financial greatness. It is idle to urge that in any British Levy 
foreign investments in Government stocks would be exempted. 
Owners of capital, who are prepared to use it outside their own 
country, apply the most rigorous tests. Insecurity, even fancied, 
diverts the flow, or increased interest is exacted to cover the sup- 
posed added risk. Accordingly, if there is any country in which 

there will be no Levy and which is capable of transacting inter- — 
national financial business (and as far as can be foreseen at present 
there will be several) the imposition of a Levy in Great Britain 
would weaken its position as a great money market to an alarming 
extent. It is probable, too, that this would react upon home in- 
dustry in the new situation after the war by causing the rate 
of interest for capital employed in trade to be higher than it 
would have been otherwise. It follows that under the conditions 
now under consideration, there would be a certain loss, and that 
of large amount, which would be consequent upon the proposed 
Levy. But there remains the other alternative which at first 
sight is no less unpromising. Suppose that in order to avoid 
jeopardising the position of London in the world’s money market 
(as well as for other reasons) there was no Levy upon Capital in 
Great Britain, but that Germany was compelled to make one, 
it would appear that the competition of the latter in foreign trade 
would be intensified by reason of the German merchant being 
liable to a lower scale of taxation than the British merchant. But 
there are a number of probabilities and contingencies upon the 
other side to be taken into account. Ricardo held that 
a high rate of taxation was not a disadvantage in 
foreign competition. In any case, in determining rela- 
tive advantages in such competition, taxation is com- 
paratively unimportant. The available information points to the 
prospect that any German Levy, which is likely, will leave very 
considerable sums to be raised by taxation. Therefore profits 
made in foreign trade in Germany will probably be subject to 
high taxation even after a Levy was made. What, however, 
is much more important than the respective rates of taxation will 
be the rates of interest on capital used in trade. With a Levy 
in Germany and no Levy in Great Britain the loss of the former 
country in increased interest would greatly outweigh any saving 
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that might be made in taxation. Not only so, but, as has been 
already shown, there is good reason to believe that the reduction 
in taxation, upon which supporters of the scheme dilate, is 
much over-estimated ; so that, upon the whole, the inconsiderable 
advantage which British foreign trade would at first sight appear 
to receive, if a Levy were made, would be relatively unimportant 
when contrasted with the highly probable injury it would sustain 
through the damage to Tuondon as an international financial 
centre. 

In any estimate of the consequences of the proposal attention 
must be directed to the effects of the scheme upon accumulation 
of capital in the future. As the irrecoverable expenses of the 
war mount up, it becomes increasingly clear that one of the im- 
portant factors which will determine the rate of recovery after the 
war will be the rapidity with which capital is formed in order to 
provide for industrial reconstruction. Therefore it follows that, 
as far as circumstances permit, no obstacles should be placed in 
the way of extensive saving in the first years of peace. At first 
sight it seems that a high income-tax, with other taxation also 
high, would constitute a serious obstacle to saving. From this 
point of view it appears that all those who begin to receive in- 
comes after the war will have more inducement to save if taxation 
(and particularly income-tax) is low, instead of being high. Also, 
as the result of a Levy, interest would be higher, and to that 
extent they would seem to have a larger margin from which to 
save. On this showing the prospect for saving seems alluring— 
higher interest and lower taxes. Unfortunately there is another 
side to the picture. The increase in interest beyond the rate 
which would have been obtained otherwise would be the acknow- 
ledgment of the popular estimation of the emergence of a new 
risk. If the Levy were logical in repaying the whole debt, the 
percentage taken must be very high. This would be long remem- 
bered ; and, despite the most solemn protestations that the occasion 
was unique, a recurrence of the Levy would be dreaded. On 
the other hand, if the Levy were only partial in redeeming some 
fraction of the debt, there would be the ever-present fear that 
another would be made to extinguish the remainder. It is diffi- 
cult to say which of the two would be more prejudicial. On the 
whole, possibly in this respect the illogical Levy would be the 
worse, for the uncertainty following it must remain more present 
and insistent. Whatever the disadvantages of high taxation, as 
the alternative, will be, the rate within narrow limits will be cer- 
tain once the financial transition is complete. Also, as the sinking 
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fund becomes operative, the rate of income-tax should tend to 
decline, especially as production expands. In fact, upon this 
method the taxpayer knows his position: under a Levy he will 
not—indeed, cannot know it. No doubt it may be argued that, 
assuming a Levy to have been made, as time passes and it is not 
repeated, the expectation of another being imposed will gradually 
fade away until it becomes negligible. But, in the first place, the 
damage, as compared with countries where there has been no 
Levy, will have been done, and in the second place the impression 
produced by it will have been most vivid in the important interval 
of five to seven years following the war. It is then, as has been 
shown in detail by the Hon. W. Pember Reeves (The 
Times, July 25th, 1918), that confidence will be needed 
most, and to introduce an artificial uncertainty amongst 
the many which will be inevitable would show a serious 
deficiency in practical statesmanship. During the war people 
have grown accustomed to high taxation, and in the first genera- 
tion after peace business will adjust itself to a rate which, though 
still large, ought to show a gradual decline from the level reached 
in the last year of the war. Though the conditions will be hard, 
they give the security which is required for saving, while the 
inevitable uncertainty which would follow the imposition of a 
Levy would be adverse to accumulation during the most critical 
period, and long after that if there was any influential demand 
for a repetition of it. 

The type of persons who have hitherto saved may not be par- 
ticularly intelligent, but they have a faculty of looking ahead and 
are gifted, or, perhaps, cursed, with a peculiarly tenacious memory. 
If they are told that a high income-tax differentiates against saving 
because income spent is only taxed once, while income saved and 
invested pays the tax more than once, this would not be accepted 
as a defence of the Levy. These people will not unnaturally point 
out that, since the Levy is one upon Capital, it starts by taxing 
saving, and probably they would be unkind enough to compare 
its method with that of Ottoman tax-gatherers. The whole basis 
of the scheme fails to take account of the psychology both of 
taxation and of the saver. The system of payment by instalments 
has become so universal that it is recognised as lightening the 
burden of a debt to be liquidated. Besides other objections, the 
reversion to the payment of a capital sum, even when it was no 
more than would be taken from the same taxpayers in income- 
tax for the service of the debt, would be felt to be much the 
heavier burden of the two. The sense of injury would react upon 
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accumulation either in checking the rate which would otherwise 
have been possible, in causing people to expatriate themselves, or 
even to conceal their investments in overseas countries. No doubt 
a high income-tax would also operate to some extent in the same 
direction, but there would be a reasonable probability that the 
rate would decline partly by conversion of the debt, partly by 
the operation of the sinking fund, and partly by the gradual in- 
crease in income subject to taxation. 

Further, it is to be noticed that in what has been said so far 
upon this question the statement is unduly favourable to the prin- 
ciple of a Levy. Besides the alternatives of comparatively high 
income-tax and a lower rate following the Levy, there is another 
important condition which will be exceedingly adverse to saving. 
If earned income is not to escape, and if the Levy is to be made 
less offensive for certain owners of material capital, both classes 
will be subject to exceedingly heavy taxation while they are 
paying their instalments. Their position, particularly that of the 
first class, would be exceedingly unenviable. Since they will in 
effect be contributing to a rapid, instead of a slow redemption of 
debt, the amount of special taxation for this purpose must be 
very high. This is to be added to the taxation they must pay for 
purposes other than redemption of debt, which will tend to be 
higher after a Levy than if there had been no Levy. Therefore, 
if the comparatively high income-tax which would be needed (if 
there is no redemption of debt beyond a moderate sinking fund) 
is alleged to check saving, would not the very much higher taxa- 
tion involved in the system of instalments be in danger of ex- 
tinguishing it altogether amongst these classes? The seriousness 
of the prospective burden may be illustrated in the following man- 
ner. If it be assumed that a given rate of income-tax will be 
divided as to five-elevenths for the expenses of government other 
than the service of debt, another five-elevenths for interest on 
loans, and the remaining one-eleventh for redemption at one per 
cent. per annum, it will be worth endeavouring to calculate what 
the burden of a representative earned income would be under the 
principle of a Levy. Suppose the income in question is one which 
would pay income-tax upon the basis of there being no Levy 
at the rate of 4s. 7d. To avoid unnecessary complications in the 
illustration, it may be assumed that the valuation for purposes 
of the Levy would be proportionate to the sum allocated from 
the tax on this income for sinking fund, and that the expecta- 
tion of earning-power was ten years, or, alternatively, that ten 
years was the period over which instalments were to extend. 

No. 111.—vou. XXVIII. T 
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Upon this basis, omitting for the purpose of simplifying the cal- 
culation the probable increase in taxation for the expenditure re- 
maining after the Levy was made, if the whole debt was extin- 
guished, there would be first of all the same five-elevenths or 
25d. tax for ordinary expenditure. The amount taken by the 
Levy as a first instalment would be ten times as great as that 
paid to the sinking fund for redemption on the other method, 
that is, 50d. After the first year the taxpayer would be liable 
for 90 per cent. of his Levy upon which he would have to pay 
interest, in order to meet the interest upon the amount of debt 
which he was not yet able to redeem, which would come to 22d. 
more, making a total rate of 8s. 1d. in all, an increase of 76 per 
cent. In the ninth year the Levy would be the same, and if it 
be taken that the rate for ordinary expenses of government had 
not varied, the main change would be in interest, since now 
there is only one instalment outstanding. Thus the total would 
be 77d., or an increase of 41 per cent. After the tenth year the 
Levy would cease, but this would bring small consolation to the 
taxpayer, since, if his valuation was correct, his earning power 
would cease likewise and, necessarily, low taxation is of no in- 
terest to the man who can make no income. If, instead of 
redeeming all the debt, only half was cancelled, then this tax- 
payer would have only to pay half as much in instalments on the 
proportion of his valuation outstanding, but he would be liable 
for half the amount he would have paid if there had been no 
Levy for service of the debt. Altogether this hybrid type of Levy 
would mean an increase in the rate of his taxation in the first 
year of close on 40 per cent. At the moment it is fashionable to 
take the debt at the close of the present financial year upon which 
this country will have to find interest at 8,000 millions. I think 
this estimate errs on the side of undue pessimism; but, if 
that figure be taken for purposes of calculation, the post-war 
revenue (which is said to be necessary) is often put 
at 800 millions. This would divide conveniently into 
tenths, five-tenths for interest, one-tenth for sinking fund, and 
four-tenths for the remaining expenditure. A complete Levy 
upon the same income would impose an initial increase of 85 per 
cent. ; an incomplete one, which paid off half the debt only, 45 
per cent. It is clear that saving would be difficult if not im- 
possible with an income-tax (for this is how the Levy would be 
regarded) which starts by approximately doubling the rate which 
would have been otherwise necessary. If one takes a high earned 
income (say £10,000, which must be assumed to be the whole 
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income of the persons whose cases are under consideration) by 
the same method, either a complete or an incomplete Levy (which 
paid off half the debt) would wipe it out altogether in the first 
year. But perhaps an income of this imposing amount demands 
more respectful treatment. Of course, when the conditions of 
office or employment include a pension, that must be taken into 
account. The next question is, What is to be the expectation of 
life during which the income and pension are received? I propose 
to take only ten years, though judging from the available data— 
relating to Lord Chancellors—that period is much too short. Thus 
we have an income of £10,000 capitalised at £100,000. For a 
complete Levy a capital of this amount would be required to pay 
about 50 per cent. Also, not according to my calculations, but 
in those made by some who lean towards the Levy, income-tax 
after the war (provided there is no Levy) upon the basis of an 
expenditure of 800 millions, it is said, would require 
the doubling of the rate of 1917-18. If so, the in- 
come in question would be subject to tax at 13s. 1d. 
Four-tenths of that for Civil Government and Pensions would 
be 63d. in the £. The first instalment of the Levy would require 
157d. in the £, and interest on the instalments, still to be paid, 
70d. in the £, or a total rate of 290d. in the £. Even a Levy 
discharging half the debt would still leave Lord Chancellors and 
others, earning an income of this amount, owing the Government 
a few pence in each £1 of income after they had surrendered it 
all! 

Without dwelling upon the extreme cases (which constitute 
a reductio ad absurdum of some forms of the Levy) it is clear 
that the initial rate would be so high that it must tend to check 
effort in the direction of economy. 

It appears, then, that this part of the argument results in a 
dilemma. If a Levy is imposed upon immaterial capital it seems 
likely that it will inevitably break down in practice; if, on the 
other hand, immaterial capital is exempted, then the whole prin- 
ciple is endangered. Again, if the Levy is complete, both in 
applying to all capital (both immaterial and material) and to all 
the debt, it is in danger of never being applied: an incomplete 
Levy is based on a contradiction which becomes more explicit 
the more it is developed. The latter is an unescapeable con- 
clusion. It is a case of “ all or none” as regards debt redemption 
and the capital levied upon. “All” is likely to be rejected— 
leaving the other alternative. 


There remains one type of argument, some of the implications 
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of which I would venture to deprecate as strongly as possible. 
This takes the form that the rate of taxation after the war will be 
so serious that it cannot, or will not, be borne, and that a Levy 
is the only other resource. To put the matter perhaps a little 
brutally, if the Levy is to be a straight deal and not a crooked one, 
it must take at least as much as the capitalised value of the taxes 
it commutes. As already shown it is likely to take more, both 
directly and indirectly. Therefore a fortiori if the country can 
bear the Levy it could bear the taxation for which it is to be 
substituted. It seems to me that there is a general tendency 
amongst those who favour a Levy to overestimate the rate of 
taxation in the early years of peace. Elsewhere (Economic 
Problems of Peace after War, Second Series, pp. 89-186) I have 
endeavoured to picture the financial situation in that period. 
While the burden must inevitably be heavy—it will be that 
whether there is a Levy or not—my conclusion was that it would 
be far from being so heavy as to be intolerable. But those who 
apparently tend towards a different view would not admit my 
figures, just as I do not accept theirs. However, the real centre 
of gravity in this part of the position may be ascertained in a 
different manner. Professor Pigou calculates, upon a basis which 
appears to me to be not a little unstable, that if there is no Levy 
the rates of income-tax which obtained in 1917-18 would have to 
be doubled. Those rates he describes as very high for small in- 
comes and “ enormously high” for large ones. Let us then see 
if the situation would be bettered by the Levy. Under the scale 
he adduces, an income of £50,000 would be liable to income-tax 
and super-tax amounting to 16s. 2d. in the £, leaving £9,583 free 
of tax. His method of fixing the Levy is to multiply Estate 
Duties to the extent necessary. Thus, if it be taken that a com- 
plete Levy would require four times the present Estate Duty, 
and that a capital of £1,000,000 (upon which the rate is 20 per 
cent.) yields £50,000 a year, this Levy would reduce it to £200,000, 
producing £10,000 a year. That income, however, would be sub- 
ject to its proportion of such taxation as would remain after the 
Levy had been made, so that in reality the poor 
millionaire would be much worse off. He would also 
sustain another injury. A very heavy income-tax at 
least leaves him the hope of subsequent reduction, the 
Levy consigns him to an inferno where it must be finally aban- 
doned. Further, this is only a first approximation, and further 
inquiry leaves the position very much worse. Multiplying the 
Estate Duties by four falls short of the sum required by 20 per 
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cent., and it is significant that part of the deficiency is to be 
made up “ by stiffening the rate at the upper end.” In any case, 
since four times the Estate Duty of 20 per cent. falls short of a 
complete Levy by 20 per cent., and it only leaves the taxpayer 
20 per cent. of his capital, the adjustment points to a complete 
elimination of all his property. The Levy, in fact, would exact 
cent. per cent. It is only right to add that Professor Pigou stops 
short of the logical development of his own principles, contenting 
himself with an imperfect Levy in which only half the debt he 
estimates is redeemed by a doubling of Estate Duties, slightly 
modified and recast.? Still, if the operation were completed by 
a subsequent redemption of the remaining moiety of the debt, 
the result would be as stated above, except in so far as any new 
capital accumulated between the first and the second Levies might 
be made subject to the latter. 

Even though this analysis has extended to considerable length, 
it has not been possible to touch upon some aspects of the project 
which are of no less importance. In particular there is the tech- 
nical question of valuation which would present increasing diffi- 
culties the more closely it was approached. Also there is another 
side which in its wider aspects is worthy of consideration. Victory 
in war has been too often followed by an overweening pride in 
martial achievement. The latter would be a danger to the peace 
of the future. The heavy taxation, which normally remains as 
an aftermath of war, is a constant reminder of the loss and waste 
which it mvolves, repressing bellicose tendencies and promoting 
peace. According to the arguments in favour of a Levy that 
natural check upon the tendencies which make for strife and 
disorder would be removed, and what other influence of equal 


power is to replace it? 
W. R. Scorr 


1 It should be added, also, that among those who lean towards a Levy, 
Professor Pigou is one of the very few who see that, in principle, earned 
incomes should be subject to it. In the calculation, summarised above, he 
does not take credit for receipts from this source. If that were done, the 
millionaire would be left with some minute fraction of his property. 


A LEVY ON CAPITAL. 


THe Economic JourNnAL for June contains three articles 
recommending a Levy on Capital as a means of paying off some, at 
least, of the war debt. I desire to consider, first, whether we are 
shut up to this method by the impossibility of paying our way 
by more ordinary methods of taxation, and secondly, whether the 
method is itself either practicable or just. 

I.—Is it impossible to pay interest plus sinking fund on the 
debt out of the national income? That it is possible is surely clear 
when we reflect that substantially the whole of the expenditure 
on the war, the amount raised by loan, as well as that raised by 
taxation, all that has not been received from abroad by sales of 
securities or borrowing, has been raised from the national income. 
After the war only interest (plus sinking fund) and no longer the 
capital of the debt will have to be raised. What are the limits 
to the proportion of the national income that can be taken in 
taxation ? 

First, enough must be left to support life. This, however, is 
a very elastic limit. In 1800 the British proletariat supported life 
on about half of what that proletariat had in 1900, and in 1900 
the standard of life was much lower in every other European 
country than in Britain. 

Secondly, taxation on income must not be so high as to cause 
too great an exodus to less highly taxed countries. One can 
imagine taxation carried to a point where it defeated itself by 
leaving within the reach of the British Chancellor of the Ex- 
chequer fewer and ever fewer persons to pay it. 

Thirdly, short of taxation that would drive people out of the 
country, it is argued that taxation may be so high as to destroy 
the motive to effort, and still more to enterprise and operations in- 
volving risk. Who, it is said, will exert himself and, still more, 
will risk what he has already got, to increase his income, if he 
has to give half or three-quarters or nine-tenths of that increase 
to the State? This seems to me unanswerable with regard to 
such a tax as the excess profits tax or a too steeply graded in- 
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come-tax. If a man can enjoy a given income at a low rate of 
taxation, but has to pay a much higher rate on every increment 
which comes from increased exertion or risk, there seems to me 
no possible answer to the argument that taxation discourages the 
increased exertion or acceptance of risk. But if income-tax is 
levied at something not too far removed from a flat rate, the 
result of even a very high income-tax is by no means so obvious. 
The comparative results of less and greater energy and enterprise 
remain the same. We will suppose that it is in a man’s option 
to double his income by increased exertions and risks. With a 
nominal income-tax his income is £2,000, and might be £4,000. 
With income-tax at 10s. in the £ it is £1,000, and might be 
£2,000. Is it quite clear that the motive is less strong in the one 
case than the other? Nay, much economic argumentation has 
been employed to the effect that men will struggle harder to 
avoid a loss than to make a profit. Thus it has been argued-that 
low wages promote industry, because they necessitate a greater 
effort to make a bare living, and similarly that high rents promote 
good farming. Nowadays it is more usua] to apply the argument 
to the employer and to argue that anything that operates primarily 
to his prejudice, e.g., higher wages or competition, acts really as 
an incentive. Professor Pigou does not seem to dispute this in 
general. His objection to a high income-tax under the head of 
productivity seems to turn on the discouragement to extra doses 
of energy or enterprise that arises under a steeply graded tax. 

There is one more point—the effect of high taxation on the 
local destination of capital. Other things being equal, it is to 
each country’s advantage to secure to itself as large a portion as 
possible of the world’s capital, and high taxation must necessarily 
be a disadvantage in that competition. As far as the investment 
in Britain of foreign capital goes, there does not appear to be any 
answer. A high income-tax, levied as in Britain, cannot but deter 
the foreign investor. We saw that special provision had to be 
made for the exemption from British income-tax of foreign in- 
vestors in British War Loan. Britain is more likely to be affected 
in the competition for capital by the converse process, the export 
of British capital. But here the British capitalist investing 
abroad cannot escape British income-tax on the income from his 
foreign investments except by transporting himself along with 
his property outside the jurisdiction of the British Chancellor of 
the Exchequer. So that this resolves itself into the effect of 
high taxation on population before noted. 

The conclusion | reach is that the limit to the proportion of 
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the national income which it is possible to take by taxation with- 
out, first, destroying life by starvation, secondly, denuding the 
country of population, thirdly, destroying energy and enterprise, 
is comparatively far distant. Nobody pretends that high taxation 
of income in any form is agreeable. It is not even necessary to 
maintain that it has no bad ulterior effects. I hope, however, to 
show that its disadvantages are less than those attendant on a 
Levy on Capital. 

When I talk of raising the money by a tax on the national 
income, I do not confine myself to income-tax. Income-tax must, 
no doubt, remain the predominant form of a tax on the national 
income, but it need not be the only form. Incomes necessary for 
subsistence can only claim exemption so far as they are devoted to 
subsistence. The luxuries of the poor, drink, tobacco, or enter- 
tainments, are, in their degree, as proper subjects for taxation as 
the luxuries, or the incomes, of the rich, and when we have all 
to submit to restrictions in diet, I do not see why non-protective 
taxes on food need be excluded. It remains to be seen whether 
the present Committee will be able to hammer out any workable 
luxury-tax. Possibly it will be found best to proceed on the Glad- 
stonian canon that taxes on a few staple articles of wide con- 
sumption are the most productive. For instance, the best com- 
plement of the income-tax might be a tax, with a drawback on 
export, on all dress fabrics of a character beyond what is absolutely 
necessary to cover one’s nakedness. 

In any case, I must protest against the attempt, avowed in 
certain quarters, to make a few rich men pay off the debt, whether 
from capital or income. Apart from its manifest unfairness, the 
thing is impossible or inexpedient for at least two reasons. First, 
as indicated above, if successive increments of energy and enter- 
prise are taxed at very different rates, energy and enterprise will 
soon cease to exist in the higher regions. Those who are not 
millionaires may have a difficulty in understanding the psychology 
of millionairism, in understanding why those who are already 
very rich should not only toil, but adventure their existing wealth, 
to become richer ; but it will be a bad day for the commonwealth 
when the very rich cease to be subject to the same economic 
motives as humbler folk. Secondly, it can, I think, be shown 
that we cannot get all, or nearly all, we want even if we took the 
whole capital or income of the very rich. There are not enough 
of them. As well try to raise your whole railway revenue from 
first-class fares. 

II.—Let us now consider the justice and the practicability of 
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the Levy, premising that it is to include such things as furniture, 
jewellery, or works of art, and tkat it is not (as has been proposed 
in some quarters) to exclude pleasure motor-cars while including 
commercial motor-cars. 

The great objection to a Levy on Capital is its unfairness as 
between different forms of wealth. It seems to involve a complete 
abandonment of all attempt to base taxation on ability to pay. 
I cannot see that any one has even attempted to show how it 
can be fair to tax an income of £200 a year from investments and 
to exempt a barrister’s professional income of £20,000. It is no 
answer to refer to death duties. First, death duties are a tax on 
a benefit received. Secondly, death duties can only be justified 
so long as they are balanced by other forms of taxation. Here, in 
regard either to the whole or to a large portion of the debt, the pro- 
posal is to tax capital wealth alone and let all incomes, however 
large, not based on capital escape taxation. 

Mr. Hook makes the surely surprising statement that objectors 
to the scheme have not objected on the ground of its justice. My 
experience is the very reverse. My experience is_ that 
objectors keep asking why two people with equal incomes 
available for their personal expenditure—equal ability to 
pay taxation—are to be treated differently, not merely 
with the incidental inequalities that are essential in all systems 
of taxation, but to the extent of throwing the whole burden on one 
class and entirely exempting the other. 

An answer is attempted by pointing out other inequalities, or 
stating in general terms that inequalities are inevitable in all 
systems of taxation, or may even be accepted with our eyes open 
to avoid worse evils. But surely the question will always be as 
to the extent and the necessity of the inequality. Here the in- 
equality is, first, gross and, secondly, unless payment of the 
debt is, on any other method, absolutely impossible, that is, unless 
the United Kingdom is, according to traditional standards, in- 
solvent, gratuitous. 

Mr. Hook says the income-tax is equally unfair or more 
unfair. He takes a given capital and shows how it will pay 
different amounts of tax according to the way it is invested or 
treated by its possessor. In some cases the criticism may be just, 
as in the case of a wasting security, such as a mine. Whether a 
remedy is practicable here I do not know, but primd facie a valid 
criticism may be made on the score of justice. Whether taxing 
an annuity at the same rate as interest on an intact capital is 
justifiable is not so easily answered. Taxing an annuity is taxing 
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capital as well as the produce of capital. On the other hand, an 
income-tax may be regarded as a means of taxing a man’s personal 
expenditure, which is supposed on the whole to be measured by 
his income. This is the principle on which income-tax payers are 
allowed to deduct premiums of life insurance, and, indeed, the 
only valid principle on which discrimination between earned and 
unearned income can be justified. (See Mill, Political Economy, 
Bk. V., Ch. II., S. 4.) From this point of view the full taxation 
of annuities can be abundantly justified. The annuitant is in the 
opposite position to the life insurer, and has proclaimed, as plainly 
as his acts can speak, that he means to devote his whole annuity 
to personal expenditure. In Mr. Hook’s instance of the invest- 
ment held for the sake of an appreciation of capital value rather 
than for an immediate return there is not, as it seems to me, 
even a theoretic injustice. The selling value of every security 
depends on the anticipated returns in the shape of dividends, 
whether or not those dividends are deferred. I buy shares in a 
newly planted rubber company, knowing that I shall get no 
dividends for years. If and when the dividends begin, the State 
takes its full toll of them, and I cannot see that it matters in the 
least to the State whether I receive the taxed dividends or a pur- 
chaser from me, or at what price I have sold. To tax both divi- 
dends and enhancement of price due to actual or prospective 
dividends would be taxing the dividends twice over. (See Mill, 
Dissertations and Discussions, IV., 235.) 

It will be noticed that, in his criticism of income-tax, Mr. 
Hook assumes the very point he has to prove, that capital and 
not income is the proper basis of income-tax. I on the other 
hand claim that the advantage of making income rather than 
capital the basis of taxation is that income is a fact, whereas 
capital is merely an estimate. The capital value of an investment 
is simply an estimate of what it is likely to bring in, one year 
with another. Surely it is on every ground preferable that the 
State should take its toll on the actually realised income, rather 
than on an expectation of income that may never be realised. 
One result of a Levy on Capital is that it would stereotype the 
position of all holders of wealth at a particular moment, and affect 
their position for all time according to values and estimates 
which might turn out to have been very misleading, and never 
more so than at the time when they would be made. Plus valet 
quod in re quam quod in opinione constat. 

Professor Pigou, if I may say so, deals very fairly with the 
question of justice. He suggests, firstly, that a tax on material 
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capital could, if thought desirable, be balanced by a tax on im- 
material capital, by capitalising a man’s brain and energy. 1 
think it will be found that that would rob the scheme of half 
its attractions, and that if the two classes of wealth are to be 
on the same footing, the strict justice of which Professor Pigou 
fully admits, that will, be best accomplished by an income-tax. 
Secondly, Professor Pigou makes an estimate, which he admits 
to be very precarious, that the exemption of immaterial capital 
would add one-tenth only to the burden on material capital. 

My general criticism would be that dealing with large classes, 
as Professor Pigou does, is apt to be misleading. I may illus- 
trate. Men have hitherto had more opportunities than women 
both of making and of inheriting fortunes. A system of taxation 
based on sex, and taxing men, as men, more heavily than women, 
might be quite fair as between the sexes in general, but quite 
unfair as between the poor man and the rich woman. It would 
also be gratuitously unfair, as by basing taxation not upon sex, 
as raising a presumption of means, but directly upon means, you 
attain your full object. So here I argue that in income you get 
a far exacter measure of ability to pay than in any presumption 
that three-quarters of the income subject to tax is derived from 
capital. 

- Similarly Professor Pigou argues that the representative man 
over forty-five owns six times as much capital as the representative 
man below that age, and that therefore the special taxation of 
capital may be set off against the admittedly disproportionate 
sacrifice that has been demanded of our fighting men, whom his 
argument identifies with the whole population under forty-five. 
Surely the identification is too inexact to possess any real value. 
If it be thought fair and feasible to lighten the financial burdens 
of our returning soldiers, a more direct method might be found, 
one that would not extend to women and exempted men and that 
on the other hand included soldiers with capital. 

We may now consider the practicability of the Levy. The 
first remark is that it is to be levied on individuals, not deducted 
at the source. This alone, in my opinion, stamps its signal in- 
feriority to income-tax. The great merit of income-tax, and par- 
ticularly on unearned income, is that it is to so great an extent 
levied automatically without any possibility of or temptation to 
concealment or undervaluation. Death duties no doubt depend 
upon inventories of estate given up by the individual taxpayer. 
But the successor cannot get possession of the estate without such 
inventories, and the transfer of property from a deceased person 
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to his successor is a much more public fact than the continued 
possession of property. Super-tax again depends on the tax- 
payer's own statement, and it is argued that a return for a Capital 
Levy would probably be made with greater care than one for 
super-tax. But in the case of super-tax temptation to fraud is 
less. It extends tothe taxation of a single year only. To escape 
the tax permanently, in whole or in part, would require an annual 
repetition of the fraud. In the case of a Capital Levy it is to 
depend largely on the taxpayer’s own honesty whether he is to 
pay once for all an amount that must affect his position in per- 
petuity. 

Have the advocates of a Capital Levy reflected what is involved 
in valuing at one moment the whole of the £15,000,000,000 of 
private wealth in the country? Those who have to do with 
valuing the estates of deceased persons know what is involved. 
Fancy valuing in one year the contents of every dwelling-house 
in the country, or even, if you like, of the dwelling-house of every- 
one who would come under the Levy. Or take the case of the 
owner of a “ one-man” business. On the death of such an 
owner every item of his business, plant, stock-in-trade, book 
debts, has to be separately enumerated and valued by an expert. 

We have not far to seek for a proof. I refer to the ghastly 
fiasco of the valuations under the Finance Act of 1910. I know 
that these valuations contain a great deal more than the ascertain- 
ment of the actual selling value. Still it should now be evident 
that the simultaneous ascertainment of the selling, or “ total,” 
value of every parcel of land in the country is inherently im- 
possible. 

I know it is said that the checking of the returns could be 
spread over a term of years, and the Levy be made on a preliminary 
valuation made by the taxpayer subject to ultimate adjustment, 
but unless the preliminary valuation is to be made absolutely at 
random, the immediate assistance of experts is required. Some 
sort of expert valuation of the greater part of the land, buildings, 
furniture, jewellery, the plant, stock-in-trade, and book debts of 
one-man businesses would have to be made at once. The expense of 
this to the taxpayer is as much to be counted in as the ultimate 
expense to the Government. It is probable that fees to solicitors 
and surveyors in respect of the valuation under the Finance Act 
of 1910 amounted to a minimum of a guinea for every parcel of 
land in the country, and, of course, in many cases to very much 
more. Then what rate of interest is to be paid or exacted on 
final adjustment? If low, there will be a temptation to under- 
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valuation. If high, the State will have to pay extravagantly for 
a few years’ use of money. 

It is contemplated that, either by exchange facilities or by 
the demand of those whose War Loan was paid off, the ultimate 
result would be a simple transference of securities from present 
holders to paid-off holders of War Loan. This admittedly in- 
volves special inducements to holders of War Loan, i.e., an addition 
to the State’s burden. It is equally obvious that many kinds of 
property that would have to be sold, mortgaged, or surrendered 
to pay the Levy are unsuitable or unacceptable to holders of War 
Loan. I need not labour the point, but it is surely obvious that 
at least a great amount of complication and friction, and probably 
depreciation of securities other than War Loan, would result 
before the transfer was completed. Professor Pigou estimates at 
from 13 to 20 per cent. “ trade assets, etc., household goods, and 
apparel and miscellaneous property.” One-fifth of the whole is 
hardly a negligible proportion, and all these would be difficult 
either to value or to sell or to borrow upon or to transfer. 

Emphasis is laid on the point that the Levy is to be made 
once for all, and therefore will not have the reactions on produc- 
tion and thrift that it is admitted would follow a recurrent Levy 
on Capital. But, as Mill said on a similar occasion, it does not 
rest with you whether your action shall create a precedent. Pro- 
fessor Pigou admits that no Parliament can bind its successor, 
and that the expectation of a second Levy, with its psychological 
consequences, is a probable consequence of a first. Supposing 
we could ensure that there should be no second similar tampering 
with capital, another objection remains. The proposers of the 
scheme, I am sure, intend to be as fair as I do myself, but, though 
they may not recognise it, is there not an element of meanness in 
their scheme? What is their argument but to say: “‘ We quite 
recognise that it would never do to say we were going to tax 
future capital. But present capital, which ex hypothesi has come 
into existence because it has not been threatened, is at our mercy. 
It is too late now for its possessors to reflect that it is not worth 
their while to toil and scrimp themselves in order that the State 
may appropriate a substantial part of the results of their toil and 
saving.” What else does all the talk of the new generation 
starting free from burdens amount to? 

A. A. MITCHELL 


AN ESTIMATE OF THE CAPITAL WEALTH OF THE 
UNITED KINGDOM IN PRIVATE HANDS. 


In the vigorous discussion which is now proceeding upon the 
question of a Capital Levy, various estimates of the capital wealth 
affected by the proposals have been put forward based upon widely 
differing estimates of national wealth. The most recent detailed 
estimate published was made by the present writer in British 
Incomes and Property (1916) for 1914, upon the plan associated 
with the name of Giffen, and it gave a total of £14,300 million 
with an indication that the true figure could not differ from that 
amount by more than £2,000 million. The probable margin of 
error was, indeed, much smaller, and that estimate stood in con- 
trast with others—for which, indeed, no detailed particulars were 
given—ranging from less than £10,000 million to £24,000 million, 
and professing to relate to the same subject-matter. However 
useful “ Giffen” and similar valuations may be for particular 
purposes, they are certainly not capable of use in every connection 
in which aggregated wealth is under discussion, or without regard 
to the conceptions of capital involved, and they cannot be applied 
directly and without considerable modification in the discussion 
upon a Capital Levy. So far no ad hoc investigation of the par- 
ticular problem has been published,' and it is the purpose of this 
article, not, indeed, to discuss in any way the merits of the pro- 
posals, but to ascertain whether any more suitable estimate can 
be substituted in the interests of relevant discussion and to set 
out the main outlines of an attempt to estimate the amount of 
wealth in private hands which would come within the scope of 
such a tax as it is generally presented. 

The ordinary estimates cover three sections : (A) Wealth be- 
longing to the community in a broad sense, and not subject to 
individual rights of ownership, e.g., Government and municipal 
property ; (B) private wealth capable of absolute individual dis- 
posal, e.g., shares in companies; (C) wealth held legally in forms 
of corporate ownership, intermediate between (A) and (B) and 
not readily assignable in definite proportions to individuals. In 
the ordinary computation, the national debt is treated as positive 
wealth under (B), but as a deduction (or mortgage) from (A). 


‘ Since this was written an estimate by Mr. Pethick Lawrence in his 
book “A Levy on Capital’’ has appeared. 


~~ 
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Obviously, as the national wealth consists normally of the sum of 
(A), (B), and (C), it must be greater than the private wealth 
capable of individual taxation, consisting of (B) and a small part 
of (C) only, but this will no longer be the case when the national 
debt assumes gigantic proportions exceeding in amount the value 
of State and local property. In that event, (A) becomes a minus 
quantity, increasing pari passu with the increase in (B) due to 
this cause, if the whole debt is borrowed at home, and at an 
even greater rate if there are loans from abroad, while the deduc- 
tion of the debt as a mortgage may even exceed the sum of (A) 
and (C). We should, therefore, now expect that the estimate 
of “ wealth in private hands” will begin to exceed the estimates 
of “ national wealth ” in the ordinary sense. 

There are two available methods of computation of national 
wealth which fairly cover the whole ground. The first is a capi- 
talisation of profits and sources of income in (B) and (C) supple- 
mented by estimates for (A) and for non-income-producing wealth, 
and this method is based upon income-tax data (the “ Giffen ” 
method). The second, based upon estate duty data, covers (B) 
supplemented by estimates for (A) and (C). The latter is closer 
in character to the figures we are seeking, for three reasons, viz. : 
(a) the capitalisation is already achieved in the data, (b) it repre- 
sents individual wealth at first hand, and (c) it covers non-income- 
producing wealth ; but it has the great drawback that the section 
of wealth “‘ passing” in any given year is a fraction only of the 
whole, and the precise size of that fraction, or rather the ‘“ mul- 
tiplier” which is required to bring it to unity, is still the subject 
of elaborate inquiry, and obviously governs the whole estimate 
based on these particulars. The reason for the wide difference 
between the results of the two methods has been a vexed question 
for some years. 

It is possible to get at (B) from the income-tax data, by elimi- 
nating (C) from the total assessments and capitalising the balance 
which we may then term B,: but the income-tax system also 
furnishes an alternative opportunity for finding the aggregate in- 
comes of individuals, on their personal statements, and an estimate 
based upon these may be called Bz. Now Bg, is very much less 
than B,, but it is greater-again than Bs, the personal capital 
derived from estate duty data. 

The complications introduced by war conditions are such that 
the only possible approach to the question is to ascertain as 
nearly as may be what the 1914 or pre-war valuation of wealth 
would have been for the purposes of the Levy as generally put 
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forward, and then to modify the result for the changes since 
that date. The pre-war valuation will be an attempt to get the 
nearest result for the purpose from the estimates referred to as 
B,, Bz, and Bs, and then for additional security, and particularly 
for the sake of those who suspect that both methods give wholly 
inadequate results, to apply any supplementary checks that may 
be available, even though they apply over only a part of the 
field. 


I.—The Pre-War Valuation. 


The limitations of the Giffen valuation have been discussed 
elsewhere! and need not be set out here. It is for the major 
part a capitalisation of actual profits being made at any given 
moment on the average prospects of their continuance and it 
includes nothing for marketable potential wealth which is not 
yielding a present income of money or satisfaction. By reason 
of the fact that it capitalises profits on their amount ascertained 
as far as possible at their “ impersonal” source, it is necessarily 
greater than an aggregate of the capitalised incomes ascertained 
at their “ personal” destination, 7.e., the final user or consumer. 
It is a matter of importance to find some measure of this difference 
at the outset by reference to the aggregate income brought under 
review for income-tax, and the aggregate amount of the total in- 
comes of individuals returned or returnable by them for that 
tax. The former is ascertained for the purposes of the normal 
charge, and the latter for the purposes of various reliefs from the 
full rigour of that charge, or for a super-tax on large incomes. 


Millions. 

The aggregate income returned and chargeable to “or -tax 

for incomes above £5,000 for 1913-14 was ... £180 
Between £3,000 andi £5,000 (see Report for 1914-15) . 60 
The aggregate incomes of individuals from £160 to £700 

calculated upon the abatements, and allowing for those 

who failed to claim 280 
The aggregate of the incomes between £700 and £3,000 not 

found directly, but by the most generous interpolation 

{on a Pareto index continuing the £500 to £700 gradua- 

tion up to £1,000, and the £5,000 to £3,000 tits uation =, 

down to that figure) would not exceed _... 240 


Total of individual incomes above £160 _... £760 


Now the total sum reviewed for the tax was £1,167 million 
for approximately the same period, of which £138 million, for 
repairs, wear and tear, and other deductions, is not actual income, 
leaving a difference, over and above the £760 million, of £269 
million to be accounted for. 

1 British Incomes, Chapter XT. 
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It is partly made up as follows :— 


Millions. 
Belonging to people whose incomes are under £160 (and 

brought under review) = £61 
Belonging to charities and other similar institutions and 

identified... 15 


Incomes of certain clubs, co-operative societies, certain ‘mwniel- 

pal properties, Crown properties let to tenants, some 

insurance reserve funds; income paid to foreigners, not 

Sums not allowed as deductions in arriving at profits, but in- 
capable of ranking as individual income? ...... 30 
£151 

We are thus left with £118 million unaccounted for, and a 
part of this sum represents profits of companies put to reserve 
for other purposes than equalisation of dividends, depreciation, 
bad debts, ete. If these profits “ emerge” ultimately to individuals 
as bonus shares, they probably do so in a form which does not rank 
legally as individual “ income.” It is possible that in the imme- 
diate pre-war years the sums so reserved amounted to as much 
as £30 million per annum. The residuum is untraced. It must 
be remembered that ‘“‘ source-income” and “ destination-income ” 
are not mere alternative expressions for the same fund, and the 
difference is not solely that of degree, due to the human element 
(which may euphemistically be termed psychological), but is also a 
difference of kind, conditioned by formal distinctions and the legal 
conventions of taxation. The existence of so large a balance of 
this character forms an interesting feature to be pondered by all 
advocates of systems of perfect graduation which involve taxation 
on individual returns and the abandonment of taxation 
at the source. The point to be observed here is that the personal 
income in fact coming out upon individual statements is of the 
order of 73 per cent. of the total taxed income (£1,029 million) 
and 86 per cent. of the income that might upon a reasonable view 
be made liable to individual taxation (£878 million). 

If these results were applied to the pre-war national capital, 
£14,300 million, we must first take out the capital which is not 
yielding taxable income (viz. : income of non-income-tax-paying 
classes derived from capital £200 million, movable property not 
yielding income £800 million, Government and local property 
net £400 million, and capital the income from which is subject to 
tax evasion, etc.), reducing it to £12,800 million, of which about 
86 per cent. would have been capable of return upon individual 
statements of capital wealth. This leads to £12,000 million as 
the estimate B,;. But unless we can assume that the capital 


. More fully discussed in British Incomes, p. 422 et seq. 2 Tbid., p. 203. 
No 111.—vot. xxVIIL U 
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declarations would have been more exact or exhaustive than the 
corresponding income declarations, the actual aggregate returns 
for taxation would not exceed 80 per cent., or £10,250 million—the 
estimate B,, after making a full allowance for the effect of reserves 
upon market values of shares. Adding to this the “ non-income- 
tax”’ wealth, £1,000 million, referred to above, we have £11,250 
million in all as the amount of pre-war capital that would appear 
for taxation upon individuals in a Capital Levy. 

The taxation of income proceeds upon a double principle : it 
taxes income, wherever arising, which accrues to residents in the 
United Kingdom, and also income arising in the United Kingdom 
which accrues to persons abroad. As generally presented, the pro- 
posals for the Capital Levy rest upon the former principle only, 
and it is not suggested that persons resident abroad shall be sub- 
jected to Levy upon their wealth physically situated in this coun- 
try, or (as in the case of rubber plantations) physically situated 
abroad but under collective ownership here. The Capital Levy valua- 
tion differs from the full tax valuation in the following respects :— 

(1) It does not include the wealth situated or controlled here 
but belonging to residents abroad. 

(2) As it is generally presented the Levy is to be graduated 
according to individual wealth, and therefore no attempt is 
made to reach any residuum of capital by taxation of com- 
panies “ at the source.” 

(if the Levy simply took a fraction or aliquot part of all 
classes of capital, v’z., ordinary, preference, debenture, and 
loan and reserves, from each company, and left each com- 
pany to reduce the individual holdings, the problem of 
valuation would be simplified, and there would be no evasion, 
but, of course, graduation would be impeded and the State 
would have a mass of not very manageable assets with which 
to pay off State debt.) 

The Giffen valuation capitalises the profits of the business, 
whereas the Levy valuation would, in effect, capitalise the 
dividend. In the case of two companies, each making £1,000 
profit, the Giffen valuation would be the same, say £10,000, 
but if one is distributing £800 as dividend and reserving £200, 
whereas the other distributes the whole £1,000, the aggregate 
market value of the shares in the former will be sensibly less in 
normal circumstances than the latter. Although the existence 
of the reserve strengthens the market value, it does not do so to 
the extent of the full capital in the reserve, a bird in hand 
being worth two in the bush to the average investor.’ For 

1 British Incomes, p. 414. 
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this reason the capital valuation of shares may be somewhat 
less than a valuation of profits. (If it were attempted in 
the “ Levy ” to supplement the graduated tax on individuals 
by a flat rate on the balance of capital in the hands of the com- 
pany, it could not be placed upon the reserves without de- 
ranging the applicability of the market quotation of the shares 
to the Levy valuation. To get at the true residuum upon 
which to place the flat rate and avoid this difficulty, it would 
seem to be necessary to face the formidable task of aggregating 
the evaluations of different classes of shares and of subtracting 
the result from a capitalisation of the whole profits of the 
business, which in practice would yield some astonishing and 
anomalous results.) 

(3) The Giffen valuation ignores potential income, e.g., the 
building value of land now used for agriculture, ungotten 
minerals, etc. A substantial sum must be added for this 


purpose. 


The capital returnable for estate duty does not differ mate- 
rially from the usual conception of capital returnable for a Capital 
Levy, except that the value of real property abroad belonging to 
British residents would presumably fall to be included in the 
latter. The highest estimate of pre-war capital wealth in private 
hands which can be made by working upon the values of estates 
returned for probate is £10,776 million, or £10,900 million! in- 
cluding all small estates. (This represents Bs;.) This is, 
of course, notoriously far short of the figure reached by capitalising 
the profits assessed to income-tax at the source, but it is more 
comparable with the £11,250 million which we reach by capitalis- 
ing the income that is returned by individuals (B,). To make a 
strict comparison and reduce the two aggregates to like elements 
we should add to the valuation by incomes the sums included in 
the estate valuation for all future sources of profit (building values 
and ungotten minerals) and deduct from the valuation by incomes 
all sums accruing to individuals upon real estate situated abroad. 
It is probable that the difference between the two valuations 
would not be greatly changed after this had been done. 

We may now look at the three chief supplementary or partial 
checks upon these valuations. 

1. Valuation of Real Property. Separate estimates are obtain- 
able (a) by capitalising the income from real property reviewed 
for income-tax, (b) by “‘ multiplying ” the value of real property 

' See “The Multiplier and Capital Wealth,”’ Journal of the Royal Statistical 


Society, July 15, 1915. 
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in estates passing annually to find what the valuation would be 
if all estates passed in the same year, and (c) by examining the 
results of the special valuations for the new land taxes of 1910-11. 
Unfortunately the data are not in pari materia. 

The Schedule A (Income Tax) gives a value of £4,507 million,! 
but it does not include the value of land and premises owned and 
occupied by railways, mines, gasworks, and other similar proper- 
ties. If this is estimated at 18 years’ purchase on the gross 
estimated value for poor-rate purposes ?—as the only available indi- 
cation—it would give an addition of perhaps as much as £850 
million (out of the total capital of £1,819 million), making about 
£5,350 million in all. 

The estate duty statistics show that up to 1914 the valuation 
of realty passing in any year had not exceeded £79 million, and 
if we add the amount shown in personalty as out on mortgage 
we get £96 million. Further additions selected from the person- 
alty (such as “ share of deceased in real and personal estate as 
partner in a firm”) brings the total to a possible £120 million, 
and if the multiplier adopted for estates as a whole is, on an un- 
proved assumption,’ applicable to this class of property by itself, 
we have a total capital value (after adding the mortgages put 
with building and insurance societies, banks, etc.) of £3,800 mil- 
lion. This total does not include the value of land and buildings 
owned by limited companies (because for estate duty purposes it 
is covered by the value of shares as a whole), nor of property owned 
by corporations, which do not die. There are no statistics indicating 
what this value would be, but reference to the comparative total 
profits of companies, and to values of trade premises,‘ leads to the 
view that it could not exceed the £1,550 million margin remaining 
between the estate duty total of £3,800 million and the capitalisa- 
tion on income-tax data of £5,350 million. 

As regards the special valuation for the new land taxes of 1909, 
the last published figures are given in the 59th Report of the Com- 
missioners of Inland Revenue. The “total value ”® in provisional 


1 British Incomes, p. 404. 

2 /bid, pp. 30 and 471. 

* The assumption is that the proportion of the realty passing in each 
age group to the total realty in all groups is the same as the proportion of the 
whole estates passing in each group to the total estates in all groups. It is in 
this section that such disturbing factors as the Settlement Estate Duty have 
their fullest effect. 

* British Incomes, p. 122. 

5 Before these statistics can be utilised, the statutory definitions and dis- 
tinctions between gross value, total value, full site value, etc., must be carefully 
studied. 
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valuations was £5,267 million, and this represented nearly the 
whole valuation, as it was stated recently for the Government in 
the House of Commons that any addition would be negligible. 
After making allowances for reductions on settlements of the 
provisional valuations, the net result, including the valuation of 
the property of statutory companies at cost, might be put at £5,400 
million. To this we may add for Ireland (in proportion)! £365 
million, and for perpetual ground rents, feu duties, ete., £145 mil- 
lion, making about £5,900 in all. Various other minor adjustments 
would be necessary to bring these different data satisfactorily or 
exactly into line, but enough has been said perhaps to indicate 
the degree of divergence involved. 

It is perhaps worthy of note that the material factor in the 
land values duties is, for the most part, not the “total value,” but 
the site value, which governs the actual liability to duty, and 
which the owner generally desires to see as high as possible. More- 
over, unless an early use of the total value for estate duty purposes 
is apprehended, he will frequently be content to see a high total 
value too, for the sake of any bearing it may have upon sale and 
mortgage values. When we are looking for a valuation which 
will stand the strain of heavy taxation, we must accordingly not 
be too ready to abandon indications from sources which are already 
so used in favour of a more theoretically exact valuation, which is 
not subject to that precise test. Upon the whole, therefore, one 
would hesitate to agree that more than £200 million can be added 
to the Giffen valuation to get the probable result of an ad hoc 
valuation actually bearing the Capital Levy in practice. But, 
apart from this, there is another important consideration. So far 
as the special valuation may show that the Schedule A, or the 
number of years’ purchase adopted for the valuation, is deficient 
in respect of premises and properties belonging to or used in busi- 
nesses, the deficiency cannot be treated as a net addition to the 
Giffen valuation, for the profits to be capitalised under Schedule D 
are pro tanto reduced. Thus, if the total profits of a concern are 
£10,000, of which £1,000 is charged under Schedule A and £9,000 
under Schedule D, it is of little avail, for the purposes of increasing 
the valuation, to prove that the true assignment to Schedule A is 
£1,200. 

2. The Capttal in Manufacturing Industries. A further auxiliary 
check upon another part of the capital included in the valuation 
may be attempted by way of the Census of Production. In a note 
upon the capital employed in the United Kingdom in industries 
covered by the Census, the Report (p. 35) gives an estimate of 


1 British Incomes, p. 160. 
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£1,400 to £1,600 million, obtained by using the ratio of capital to 
net output which has been found to obtain in the United States. 

An analysis of the income-tax results, in order to obtain, for 
1907, those proper to the industries covered by the Census, has 
given (with additions for the premises occupied and for businesses 
exempt from income-tax) £198 million as the full profits, divided 
in such proportions between companies and private ownership as 
to lead with the methods and multipliers adopted in the situation 
(British Incomes, p. 405) to a total capital of £1,665 million. 

It would indicate therefore that no substantial change is 
necessary in this section of that estimate. 

3. Capital invested abroad. Estimates on independent lines 
have been made of our investments abroad, putting it at some 
£3,500 to perhaps £4,000 million. (This sum is, of course, not 
necessarily their actual market value before the war.) In the 
valuation from the tax data, railways out of the United Kingdom, 
Indian, Colonial, and foreign securities, coupons and other foreign 
income,! account for £2,900 million, and a further £500 to £600 
million (or between £50 and £60 million of profits)? is known to be 
included in “ Businesses not otherwise detailed,” covering rubber, 
tea, oil, and mining companies abroad. We can thus account, in 
the “‘ Giffen” valuation, for £3,400 to £3,500 million of value 
remaining from the original investment,’ and even if the tax data 
had given a valuation appreciably less than that obtained by Sir 
George Paish’s methods, it would be rash to say that on individual 
returns for a Capital Levy there would be acknowledged a wider 
range of investment than can be traced for income-tax purposes 
where assessments are made as far as possible at the source. It 
is doubtful if there is evidence to justify any addition under this 
head to the valuation in British Incomes. 

Altogether the subsidiary checks roughly applied to three 
different sections of the valuation for 1914 cover a very large pro- 
portion of it, and do not in the writer’s judgment indicate that 
the capital in private hands which would have been returnable in 
practice for a Capital Levy before the war could have exceeded 
£11,500 million or have been less than £10,500 million. 


II.—The Post-War Valuation. 


We have dealt at some length with known statistical facts sup- 
plemented by estimated elements in order to obtain as securely as 
possible that pre-war basis which is essential to any estimate of 


1 British Incomes, pp. 323—404. Ibid., p. 232. 
* Corresponding to an ‘‘income” of £188 to £198 million. 
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post-war values. It is now necessary to indulge in conjectures as to 
conditions which will obtain after the war, and here, of course, 
there is room for the widest differences of opinion. The following 
modifications of the pre-war valuation are put forward, not, in- 
deed, as prophecies, but as working assumptions, and considerations 
of space prohibit any -extended statement of reasons why they 
have been adopted. After allowance has been made for addition 
to or subtraction from the pre-war profits or their objective source 
during the war, the rate of investment-interest has been assumed 
to remain at the present !evel of approximately 5 per cent., and 
where prices are a relevant consideration, the assumption has been 
adopted that over the post-war years which enter into the purview 
of a valuation, they will be on an average level 25 per cent. higher 
than before the war. 


Chief Modifications Suggested. 


1. Lands and Farm Capital. In view of the conditions under 
which agriculture is being, and will be, carried on, an addition of 
£250 million (partly in the hands of the owners in increased rents 
and partly in the hands of tenants as beneficial occupation). A 
further £100 million on the valuation of existing farm capital and 
£50 million on the business goodwill. 

2. Houses and Trade Buildings. After allowing a deduction 
for repairs in arrear equal to three years’ normal repairs, an increase 
of £350 million on old values and £100 million net for post-war 
value of war additions, less destruction during the war. 

3. Railways. A reduction of £200 million. 

4. Consols, War Loan, etc. Taking the total State debt at, 
say, March, 1919, at £8,000 million, allowance has to be made for 
the amount lent by Allied Governments and Dominions and by in- 
dividuals resident abroad, which would not be shown on the returns 
of taxable persons. (Nothing falls to be deducted for loans to 
the Allies, for we are not here engaged in ascertaining the net 
State debt on which the taxpayers have to find interest, and 
therefore the extent of ‘“ bad debts” is not material.) Further 
allowance has to be made for parts of the debt which stand below 
par, or have depreciated (e.g., the unconverted pre-war Consols) 
and for the extent to which the very considerable holdings by 
companies, etc., will be imperfectly reflected in the market values 
of shares in the hands of individuals, after alteration in dividend 
and the increased reserves has had its market effect. Although 
there are several highly speculative sums involved, it seems prob- 
able that the net addition to individual returns will be between 
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£4,500 and £5,000 million, and the latter figure, in a vein of opti- 
mism, is the one here adopted. This factor in the estimate which 
is often regarded as the most certain is actually the most doubtful. 

5. Foreign Investments generally. A somewhat fashionabie 
estimate of our net sales of investments abroad is £1,000 nillion. 
It is possible that not more than £800 million of this would be 
directly reflected in ?ndividual investments to be returned for 
taxation. 

6. Businesses generally. When a more stable level of prices 
and profits is within sight, it is possible that the aggregate profit 
will be in excess of pre-war profits (even after allowing for the 
loss of goodwill and dislocation caused through the war), but that 
it will be capitalised on a lower basis, and that in the net result 
the alteration may not be great, but the conditions are too specu- 
lative for any change to be set down. 

7. Income of Non-income-tax-paying Classes derived from 
Capital. Looking carefully to the context of this sub-head,! and 
to the pre-war exemption limit, a small increase only can be 
assigned— £50 million. 

8. Movable Property not yielding Income (Furniture, etc.). 
The effect of actual scarcity and the general price level may be 
reflected in an addition of £400 million. 

These adjustments result in a net addition of £5,250 million 
to the individual wealth which would be both subject to, and 
likely to be revealed for the purposes of, a Capital Levy as generally 
put forward by its protagonists. Where the larger adjustments 
are themselves highly speculative, it would be idle to spend time 
in the elaboration of smaller features. It may therefore be said 
(with all the reserve that the nature of the subject demands) that 
the capital wealth of the United Kingdom in private hands as at 
March, 1919, which might come practically within the range of a 
Levy, would be in the neighbourhood of £16,000 million. But it 
cannot be made too clear that this has no reference to the aggre- 
gate national wealth as generally understood. 

In conclusion it may be remarked that upon a rough analytical 
estimate probably 55 per cent. of the total would be susceptible of 
close or approximate valuation upon readily available lines (e.g., 
mortgages and loans fixed in amount and fully secured ground 
rents, and secured investment income subject to market quota- 
tions), and the balance of 45 per cent. (e.g., marginal values of 
property less its charges, ordinary shares, personal property, etc.) 
would necessarily constitute the real crux of the practical problem. 

J. C. STAMP 


1 British Incomes, p. 398. 
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THE TAXATION OF LUXURY. 


ApvocaTEs of “ luxury taxes” were not unknown before the 
war. Among the Germans, Albert Schiffle in 1894 and Franz 
Graf in 1905 had urged the development of this type of taxation ; 
and in France in 1895 Louis Courtray published a slender volume 
on the subject, in which he favoured the extended imposition of 
taxes upon luxury.’ But the devouring necds of war finance, and 
the contrast between the hardships of life at the front and the 
unaccustomed luxury which war wages and war profits have 
made possible for many civilians, have combined to give the 
taxation of luxury an important place in the Budgets of France, 
Germany, and Great Britain. In each case the new development 
has taken the form of a tax upon purchases. 

France led the way. The law of December 31st, 1917, provided 
for (a) a tax of 20 centimes per 100 francs, or 0°2 per cent. on 
ordinary payments over 10 francs in amount, (b) a tax of 10 per 
cent. on dépenses de luxe. The latter include three classes of 
payments—those for articles which are classed as luxuries in 
any case, those for articles which come within the class of luxuries 
only when their prices exceed certain specified figures, and those 
for food, drink, or lodging at an établissement de luxe. In regard 
to the second of these classes it should be noticed that the tax is 
charged upon the whole price of the article and not merely upon 
the excess of its price over the non-luxury limit. Purchases 

1 Vide Albert Schaffle: Deutsche Kern und Zeitfragen, Berlin (1894); Franz 
Graf : Das Problem der Luxussteuern, Berlin (1905) ; Louis Courtray : Les impéts 
sur le luxe, Paris (1895). Schiffle’s scheme was apparently for the taxation 
of articles of luxury in the factories or shops. He says, enthusiastically 
(p. 427): “Es ware eine Gebrauchsbesteuerung vor dem Uebergang in den 
Gebrauch, vor der Zerstreuung in jene hauslichen Moébel- und Kleidermagazine 
des Salons und der Spinden, eine Besteuerung, die so den ganzen gewaltigen 
Umfang des Gebrauchsluxus aller Art erfassen und dennoch fiir den Konsumen- 
ten nicht wahrnehmbar sein wiirde.”’ Graf’s book I have not seen: it is not in 
any of the chief libraries in London. But there is a short account of it in the 
article on Luxussteuern by Karl Mamroth and K. Th. von Eheberg in the 
Handwérterbuch der Staatswissenschaften (1910), Vol. VI., p. 551; and some 
additional particulars may be found in E. R. A. Seligman: Progressive Taxation, 
Princeton (1908), p. 6. Louis Courtray shows interest in Dutch and Belgian 


taxation, and is favourable to the tax on servants proposed by M. Burdeau in 
1895, but argues that this tax should be progressive. 
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made by traders for re-sale are exempt.2 The French 
Luxury Tax came into force on April Ist, 1918; but it is 
retrospective and affects purchases made since the beginning of 
the year.® 

The German scheme, which comes next in date, is on similar 
lines.* It provides for (a) the increase of the already existing 
tax on payments (Umsatzsteuer, or transaction tax) from 1 per 
1,000 to 5 per 1,000, or 3 per cent., (b) the extension of this tax 
to services as well as purchases of commodities, and (c) the im- 
position of a tax on the purchase of luxuries, which amounts to 
10 per cent. in some cases and 20 per cent. in others. Some of 
the articles liable to the 10 per cent. tax are only so liable when 
their prices exceed those given in the schedule. I have seen 
nothing to suggest that the tax is not levied, as in France, on the 
whole price of these articles. The luxury tax is limited to trans- 
actions in the way of retail trade (¢m Kleinhandel), but appar- 
ently this limitation does not apply to the ordinary transaction 
tax, which may be levied several times upon the same article as 
it passes from one hand to another during the various processes 
of manufacture and wholesale trade.° It seems that the law as 
passed is to have retrospective force in regard to the taxation of 


luxuries.°® 
The English project is avowedly modelled on the French tax.’ 
It is intended to tax the purchase of some articles in all cases, 


2 Vide Copy of Explanatory Statement on the French Tax on Luxuries : 
Ordered by the House of Commons to be printed, May 9th, 1918 [White Paper, 
No. 57]. In the statement in the text I have omitted some exceptions and quali- 
fications for the sake of brevity and clearness of outline, e.g., payments between 
1) fr. and 150 fr. are exempted from the tax of 20 c. per 100 fr. “if no document 
certifying payment is exchanged.” 

3 The Economist, June 1st, p. 942. 

4 A full account of the new German tax-proposals appeared in the Frank- 
furter Zeitung of April 18th, and a briefer one in the Hamburgischer Correspon- 
dent of April 19th. Since then the new taxes have become law, but I have not 
yet seen a text of the law as passed, so I cannot say whether the text of the 
proposals as given in the Frankfurter Zeitung has been amended to any extent. 
According to an article in the Economist of May 18th (p. 778), considerable 
amendment of some of the new taxes was expected. 

5 Vide The Economist, May 4th, p. 705. 

6 This is implied in a summary which I have seen of Professor J. Stumpf’s 
article in the Berliner Tageblatt of June 20th. That the tax should either be 
retrospective or should be provisionally enforced in the meantime by an order 
of the Federal Council was demanded by a writer in the Frankfurter Zeitung of 
April 19th on the ground that so much trade in luxury would take place between 
the announcement and the passing of the law. 

7 Vide statement by the Chancellor of the Exchequer in the House of 
Commons, Apri] 22nd, 1918 [Hansard, Vol. 105, No. 33, cols. 716-717]. For 
details of the English proposals, vide Report of the Select Committee: White 
Paper, No. 101, of 1918. 
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and that of others only when the defined price limit for the article 
in question is exceeded. The tax is also to apply to goods, services 
or accommodation supplied at “ places of luxury.” The tax is 
to be levied on the whole price paid in all cases. On the other 
hand the English scheme is distinguished from the French by the 
fact that it is not accompanied by a general tax on all payments 
and by the fact that the rate is to be 2d. in the shilling instead 
of 10 per cent. An important differentia is provided by the 
recommendation of Mr. F. D. Acland’s Committee that, instead 
of certain hotels, etc., being classed as “‘ places of luxury,” liability 
to the luxury tax should depend on the prices charged at such 
establishments. It is not apparently intended to make the tax 
retrospective. 

Thus the French taxes are the lowest. The German transac- 
tion tax is more than double the French tax on payments; and 
the rate of the English luxury tax is more than half as high again 
as the French luxury tax and ordinary tax on payments added 
together.’ It has been estimated that in a normal year the French 
luxury tax will produce a milliard of francs and the tax of 0°2 
per cent. a further 300 million francs.? The German estimate is, 
however, only 200 million marks for the yield both of the tax 
on luxuries and of the extension of the Umsatzsteuer to services, 
though on the other hand the raising of the Umsatzsteuer to } per 
cent. is expected to produce an increase of revenue amounting to 
about a milliard of marks. Of the yield of the English tax no 
estimate appears to have bean published, but in well-informed 
quarters the hope is entertained that a revenue of from 25 to 30 
millions sterling may be received. 

A detailed comparison of the schedules of articles classed as 
luxuries would be inappropriate here ; and in a thorough criticism 
of them it would be necessary to make allowance not only for 
differences in manners and fashions and the special circumstances 
of the present time, but also for any other methods by which 
“luxuries” are being taxed in each country—as, for example, for 

8 The Chancellor of the Exchequer said in his Financial Statement: “With 
regard to the amount of the tax, the French rate of the tax is 10 per cent., but 
they have in addition a tax on retail turnover irrespective of whether the article 
is a luxury or not. I do not ask the House of Commons to adopt that tax. 1 
propose, therefore, to [? impose] a purely luxury tax on rather a higher scale 
of duty than was taken by the French Government. The rate which I propose 
. . . is twopence in the shilling, or one-sixth of the amount ” (vide ibid., col. 
717). As }=166 per cent. and the two French taxes together amount to 
10°2 per cent., it is rather difficult to understand what exactly is implied by the 
word ‘‘therefore” in this passage. Pes 

9 I am indebted for these figures to M. Avenol, of the French Ministry of 


Finance. 
10 Vide Hamburgischer Correspondent, April 19th. 
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the liquor duties, the entertainment tax, the game licences, etc., 
in Great Britain. At the same time the main points of likeness 
and difference between the three schedules may be indicated, as 
they have considerable importance for the general criticism of 
the taxes. Jewellery, motor-cars (for passengers), motor-boats, 
and antiques are classed as luxuries, whatever their price, in all 
three schedules, but the English list makes an exception in the 
cases of plain wedding rings and of taxi-cabs, motor omnibuses, 
doctors’ cars, etc., and the German, in the clause which deals 
with antiquities and objects of collection, contains the saving 
clause “ so far as these objects are not usually collected chiefly 
for scientific purposes (zu wissenschaftlichen Zwecken)." Billiard 
tables and their accessories, perfumes, live game, hunting gar- 
ments, liveries, and liqueurs are classed as luxuries in the English 
and French schedules irrespective of their price, but none of 
these articles appears in the German list at all. Paintings, draw- 
ings, and sculptures are essentially articles of luxury in the 
English and French classification : for the Germans these things 
are “ luxuries” only when their price exceeds 300 marks. In 
each country there is exemption for works of art sold by the 
artist himself, and under certain conditions this exemption is 
extended, in the German scheme, to near relatives and, in the 
English, to the artist’s agents or executors. Furs are classed as 
luxuries apart from price in the English and German schedules, 
though the German plan excepts sheepskins and fur trimmings. 
In France furs are only subject to the luxury tax if their price 
exceeds 100 francs, or 50 francs in the case of “ pelleteries.” 
Horses, ponies, donkeys, and mules for pleasure purposes are 
essential luxuries in France. They do not come into the German 
scheme at all; and only horses whose price exceeds £150 are 
classed as luxuries by the English Committee. The French and 
English schedules treat pianos other than upright pianos as luxu- 
ries whatever their price, but in Germany only mechanical Sptel- 
werke such as gramophones, pianolas, “ orchestrions,” and their 
accessories are treated in this way. According to the French 
scheme an upright piano or a harmonium is a luxury when its 
price exceeds 1,200 francs, and other musical instruments (in- 
cluding phonographs, gramophones, etc.) are luxuries if more 
than 150 francs is paid for their purchase. In the English scheme 
gramophones, etc., are essential luxuries, and non-luxury price 
limits are fixed for upright pianos (£40), harmoniums (£20), 


11 Jewellery, precious metals, etc., and goods plated with precious metal form 
the class which is taxed at 20 per cent. in the German scheme. 


| 
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violins (£7), and other musical instruments (£1). In addition to 
the mechanical Spielwerke mentioned above, the Germans appar- 
ently only subject pianos and harmoniums to the luxury tax, and 
these only if the price is more than 1,000 marks. Small arms 
(Handwaffen) are in any case luxuries in the German schedule, 
and sporting guns are similarly treated by the French; but in 
the English scheme firearms are only treated as luxuries when 
the price exceeds £15. In regard to goods which are to be sub- 
jected to the luxury tax if sold beyond a certain price, the most 
noteworthy point is the tenuity of the German and the length 
and elaboration of the English and French schedules. Furniture, 
china, pottery, glassware, and clothing figure largely in the latter ; 
but the German tax does not touch these goods at all, except in 
so far as some of them might come under the heading of antiques, 
and except as regards clothing made of fur. The only textiles in 
the German list are carpets and tapestries—Teppiche, einschliess- 
lich Wandteppiche—costing more than 200 marks. On the whole 
the resemblance between the French and the English schedules is 
considerable, though the former tends to be less detailed and dis- 
criminating—making no distinction, for instance, between boots 
and shoes. Cigars, cigarettes, and tobacco figure in the English, 
but are absent from the French scheme, no doubt because of the 
Government monopoly. A curious difference, in which national 
prejudice seems to show itself, as in the case of horses, lies in the 
fact that the luxury price-limit for a dog is 40 francs in France, 
while Mr. Acland’s Committee proposes to fix it at £5. Books 
other than limited fine editions are not subject to tax in France ; 
but the English proposal is in addition to include (a) books pub- 
lished before 1870 if the price per volume exceeds £1, and (b) books 
published in 1870 or later if these are bound entirely in morocco 
or vellum and cost more than £1 15s. a volume if of crown octavo 
or larger size, or more than 15s. a volume in the same of smaller 
sizes. The different treatment of services in the three countries 
deserves notice. In France payments between private persons 
and not in the way of trade (e.g., salaries) are subject to the ordi- 
nary tax of 20 centimes per 100 francs, while payments for 
services at établissements de luxe are also subject to the luxury 
tax. The wording of the law is not very clear, but apparently 
services such as shaving and boot-blacking are not liable to tax 
in France. In Germany all such services are liable to the tax 
of } percent. In the English scheme, apart from accommodation 
in hotels or lodgings, which is reckoned as a luxury if the prices 


for rooms of different descriptions exceed certain specified sums, 
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the only services subject to tax are those connected with hair- 
dressing, which are classed as luxuries if the charge exceeds 4s. 
in the case of women or 2s. in the case of men. Lastly, it is 
interesting to notice one very remarkable feature of the English 
schedules. The list of ‘‘ essential luxuries” includes “ rents or 
other payments for netting, fishing, or shooting rights, or accom- 
panying accommodation exc»pt where such netting or fishing 
rights are utilised solely for trade purposes.” The extension of 
the tax from purchases to hirings implied in this clause is obviously 
more far-reaching than that implicit in the inclusion of expensive 
hotel accommodation ; and it is difficult to see why the principle, 
once introduced, should stop short at sporting rights. The pur- 
chase of a pleasure boat is taxed, but pleasure boats are more 
often hired than bought, and the hiring goes scot free. It may, of 
course, be urged that sporting rights are usually hired for a whole 
season and that the occasional temporary hiring of a pleasure 
boat, if a luxury, is not an expensive one. But this objection 
cannot be raised to the argument that it would be logical to in- 
clude the rent of houses, other than shooting boxes, at least if 
these are rented for holiday purposes. Apparently, in the judg- 
ment of Mr. Acland’s Committee, it is luxurious to hire an 
expensive room for a day or a week, but not luxurious to rent 
a country house for the whole of the summer or for the hunting 
season, at least if one furnishes it oneself! This anomaly, how- 
ever, raises certain questions of principle which had better be 
considered later. 

Only in France has the new taxation had a trial as yet, and 
though the tax has not even there been in operation sufficiently 
long for its results to be manifest, the experience gained so far 
has been anything but encouraging. There has been a storm of 
hostile criticism. A number of Chambers of Commerce have 
passed resolutions against the tax, or have urged its modification.” 
It is urged that the luxury tax hits industries which are of great 


12 Vide The Economist, June 1st, June 8th, June 29th, pp. 944, 979, 1081. 
A meeting of the presidents of the various French Chambers of Commerce on 
June 4th passed a resolution protesting against the tax and urging that, if 
maintained, it should be limited in operation to the duration of the war and, 
in the case of luxuries which only come within that class when a price limit is 
exceeded, should be imposed, not upon the whole price, but only upon the 
amount by which the price exceeds the non-luxury limit. This last point 
represents the view of the original Commission which drew up the schedules : 
the liability of the whole price to taxation was a modification introduced by 
the Fiscal Legislation Committee of the Chamber of Deputies [vide White 
Paper, No. 57 of 1918, p. 2, § ii]. There seems to be a general impression that 
the French law will be altered in some respects. 
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importance to the industrial prosperity of France." It is asserted 
that it encourages the manufacture of cheap and tasteless articles." 
“C’est une prime a la camelote,” was the exclamation of M. 
Lucien Hubert in the Senate. It is pointed out that in some 
occupations it is necessary, in others luxurious, to be well dressed. 
The retrospective operation of the tax has been criticised with 
special severity.° Difficulties have occurred in the process of 
determining which establishments are to be treated as établisse- 
ments de luxe. The effect of the tax in increasing the labour of 
bookkeeping for traders has added to its unpopularity.” Attention 
has been called to the difficulties of administration, difficulties 
which must clearly have the effect of making the cost of collection 
very great. Especially instructive from this point of view is the 
_ following sentence from an article by a collector of taxes which 
was published in the Bulletin hebomadaire de l’ enregistrement :— 

“Trés humblement, j’avoue que je comprends |’embarras de 
l’administration et que je n’arrive pas & concevoir comment elle 
pourra résoudre les difficultés, 4 mon sens insolubles, que souléve 
la perception du droit de timbre sur les payements commerciaux 
et les objets de luxe.” 

Before the end of May attempts to evade the tax had already 
attracted the attention of the Government.’ Lastly, the yield 
of the new taxation has been disappointing. In the month of 
June the revenue obtained by the tax on payments (which appears 
to include the 10 per cent. tax on luxuries) was 11,876,500 franes 
as compared with an estimate of 25 million frances for that month. 
In July the yield was 10,306,500 francs as compared with an 
estimate of over 32 million francs. The Ministry of Finance has 
thought well to issue a notice attributing this poor yield aua causes 


13 Vide Le Temps, April 10th, May 9th; cp. The Hconomist, June 8th, 
. 979. 
14 Vide Le Temps, May 9th. 15 Vide ibid., April 5th. 

16 Vide Le Temps, April 10th :—‘‘Les réglements du moyen Age sont de la 
liberté auprés des chaines nouvelles. Contre cette solution rigoureuse |’équité, 
certes, protestait. Des transactions seraient frappées, pour  lesquelles ni 
Vacheteur, ni le verdeur n’auraient pu tenir compte de |’impét.” 

17 Vide The Economist, June 1st, p. 942, Professor Stumpf, criticising the 
German tax, mentions the trouble it will occasion to traders; vide Berliner 
Tageblatt, June 20th. 

18 Quoted in Le Temps, May 28th. Le Temps adds: ‘“‘L’auteur démontre 
ensuite qu’on aboutira & une _ inquisition intolérable et & la création d’une 
multitude d’emplois nouveaux.” Prof. Stumpf (op. cit.) speaks of the labour 
the German tax will entail for the Government Departments concerned. 

19 Le Temps of May 25th publishes a notice issued by the Ministry of Finance 
which states that certain traders are evading the luxury tax, and threatens 
severe measures. 
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passagéres déja signalées qui decaient ralentir pour les premiers 
mois la perception des recettes prévues.” 

It remains to consider all this new taxation in relation to 
general principles. There are two grounds on which it is possible 
to defend the taxation of luxury. It may be defended as a means 
to the discouragement of luxury, and that either because certain 
luxuries are held to be harmful in themselves or because luxurious 
enjoyments absorb productive resources which might be more 
usefully employed in satisfying the more urgent wants of persons 
other than those deterred from luxurious gratification by the tax. 
On the other hand, luxury taxes may be defended as an instrument 
for securing revenue from those whose expenditure upon commo- 
dities for which their need is small indicates that they have money 
to spare. From this point of view a tax upon luxury may be 
regarded as a supplement to the income-tax, intended automatic- 
ally to level up its inequalities and, like the abatement allowed 
for children, designed to make the distribution of sacrifice approxi- 
mate more closely than would otherwise be possible to the require- 
ments of justice. Since the question of harmful luxuries is, apart 
from liquor taxes, one of no practical importance, one may con- 
clude that luxury taxes stand or fall, on the former ground, accord- 
ing to their success in effecting the diversion of productive 
resources to more useful purposes, and on the latter ground, 
according to their efficiency as comparatively anesthetic extractors 
of revenue. 

The schedules examined above have clearly been drawn up for 
revenue purposes. As regards the English tax the Chancellor of 
the Exchequer said definitely: “I have put it on mainly for 
revenue,” though he added the qualification, “ but I do not think 
that there is anyone in the House or out of it who will doubt 
that at a time like this if it can be arranged it is a good thing in 
the national interest to make it more difficult, apart from revenue, 
for people to spend money on articles of pure luxury.’””! The 
inclusion of antiquities and works of art in the schedules of all 
three countries, the mention of “ postage stamps bought at more 
than their face value” in the English list of essential luxuries, 

20 Vide Le Temps, July 12th, August 13th. 

21 Vide Hansard, loc. cit., cols. 716-717. The emphasis is differently laid in 
the Final Report of the Committee on Commercial and Industrial Policy after 
the War. The Committee say : ‘‘Wasteful consumption can be directly checked 
by the imposition of duties of Customs and Excise and licence duties upon 
luxuries. In our opinion taxes of this nature should be spread over a consider- 
ably wider field than at present and should be judged upon their merits as 


checks upon consumption as well as by the amount of revenue produced by 
them.’’ Vide Cd. 9035 (1918), p. 42. 


1918] THE TAXATION OF LUXURY 295 


and the lower non-luxury price limit fixed by the English Com- 
mittee for books published before 1870, prove beyond question 
that revenue and not economy of productive resources is the aim 
and object of the new taxation. The price of commodities such 
as these does not vary with the amount of labour and capital 
employed in rendering them available for the consumer, and if 
the aim is to economise labour and capital, there is no point in 
discouraging people from paying high prices for rare postage 
stamps, or old masters, or early folios of Shakespeare, or violins 
by Guarnerius. From this point of view more harm is done by 
buying three cheap newly-mede sofas than by paying £200 for 
a Chippendale settee. 

It is, then, as instruments for raising revenue that the new 
taxes deserve to be considered ; and on this ground several points 
should be noticed. 

1. The main objection to the taxation of luxury as a means 
of raising revenue is well known. It has been concisely expressed 
by Leroy-Beaulieu: ‘“Ainsi on se trouve en présence de ce di- 
lemme : avec des tarifs modérés les taxes somptuaires sont peu 
productives; avec des tarifs trés élevés elles le seraient, sans 
doute, encore moins.” * 

2. The difficulty of preventing evasion and the general com- 
plexity of administration attaching to a tax on retail purchases 
must make the cost of collection very considerable. It should 
be noticed, too, that the real cost of collection will be very much 
greater than will appear in the national accounts. For the collec- 
tion of the tax will depend to a great extent upon the unpaid 
services of the shopkeepers; and it is only reasonable to regard 
the additional trouble it will cause to them as being part of the 
cost of collection.” 

22 Vide Paul Leroy-Beaulieu: Z’raité de la science des finances [7th edition], 
t. L, p. 520; cp. C. F. Bastable: Public Finance (3rd Edition), p. 499; also 
Adolph Wagner : Pinanzwissenschaft : zw. Th. (1880), p. 487 :—‘‘ Denn wegen der 
Willkithr in der Wahl der Objecte und wegen der leicht drohenden Einschrankung 


des betreffenden Besitzes sind hohe Steuersitze, deswegen und wegen der meist 
geringen Verbreitung solchen Luxusconsums ist wieder ein hoher Steuerertrag 
ausgeschlossen.”’ 

23 As Mr. Herbert Samuel said in the House of Commons, “The Chancellor 
of the Exchequer has an ingenious idea of turning every shopkeeper into an 
Exciseman ”; vide Hansard, Vol. 105, No. 34, col. 876. Mamroth and Eheberg, 
in criticising the schemes of Schaffle and Graf, lay stress upon the difficulties 
of administration :—‘* Allein die praktische Durchfihrung einer derartigen Luxus- 
besteuerung, namentlich einer allgemeinen, béte grosse, kaum zu iberwindende 
Schwierigkeiten,” vide op. cit., p. 551. Danger of evasion by pedlars in the case 
of jewellery was remarked upon by several witnesses before Mr. Acland’s Com- 
mittee, vide Report, p. 10; cp. Prof. Stumpf, op. cit. Ease of evasion in regard 
to furniture is mentioned in the Memorandum by Mrs. Vaughan Nash and Miss 
Markham; vide Report, p. 15. ; 
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3. The case for the new taxation rests upon the assumption 
that the tax will fall upon the consumer, whose luxury is a measure 
of his ability to bear additional taxation. But this assumption 
is too sweeping. The normal tendency of a tax on commodities 
to hit the holders of existing stocks of them at the outset has 
special strength:and importance here. It may be true that the 
demand for really expensive luxuries is comparatively inelastic. 
But apart from this limited class of goods the tax will often tend 
to be paid, in part, at least, not by the wealthy consumer but by 
the necessitous tradesman. Ha hypothesi the need of consumers 
for articles of luxury is slight : if it were not slight, no one could 
pretend that the tax had any “ anesthetic” virtue. But the pro- 
ducer’s need of disposing of his stock of goods is a very real 
need, which the rise in the cost of living may have made more 
urgent. And with regard to certain important classes of luxuries 
(e.g., antique furniture and old books) it is with the sale of existing 
stocks and not with the production of newly made articles that 
we have to do, while shortage of labour and other conditions im- 
posed by war have put many other articles (e.g., pianos) in almost 
the same position. If hardship caused by the tax should force any 
of the “ producers” of such commodities (viz., dealers) out of 
business, the immediate consequence would be, not a restorative 
shortening of supply, but rather a cheapening of the articles in 
question as the result of forced sales. Again, makers of and dealers 
in articles of luxury have specialised skill and knowledge in a 
high degree. Such persons will therefore prefer a considerable 
loss of profits, or, in other words, will prefer paying a great 
part, if not the whole, of the tax, to the extreme measure of seek- 
ing alternative employment in which the whole advantage of their 
special qualities would be lost. Thus one may conclude that there 
will be a distinct tendency for the tax on luxurious purchases to 
be paid, in part, at least, in many cases, by the “ producer.” 

4. Evasion of the tax will be easy in regard to commodities which 
are only classed as luxuries when their price exceeds a specified 
sum. The effect of the tax in these cases may often be to lower 
the price of the article until it is just under the prescribed limit. 
In that event, the consumer will get his luxury cheaper, the 
dealer will be poorer, end the Exchequer will receive exactly 
nothing.” 

5. It is possible that the taxation of luxuries may react to 


24 Vide E. R A. Seligman: 7'he Shifting and Incidence of Taxation, 2nd 
Edition (1899), p. 189. 

25 (’p. Annex to the Chairman’s Draft Report : Report of Select Committee, 
p. 27. 
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some extent upon the consumers of commodities which are not 
classed as luxurious. The burden of taxation may, for example, 
diminish the effective demand for pianos costing more than £40, 
and people may buy cheaper ones instead. But, as the supply 
of pianos is practically limited under present conditions, the 
increased demand for the cheaper classes of pianos will tend to 
raise their price for everybody. Even when existing stocks are 
sold and it is a question of newly made articles only, this type 
of reaction will continue to be felt in regard to goods produced 
under conditions of diminishing returns, if the demand diverted 
from the dearer articles of the class is a considerable proportion of 
the total demand for the class of goods in question. 

6. The theory of the taxes is that they will be little felt, since 
they press only upon luxurious consumption. But it is a familiar 
maxim of public finance that a small but unequal burden is often 
more grievous than a heavier burden which either is or appears 
more equal in its incidence. And, quite apart from the tendency 
mentioned above for the tax to fall in certain cases upon pro- 
ducers whose taxability is no greater than that of producers in 
trades unaffected by the tax, the inequality of the taxes under 
consideration is gross and patent :— 


(a) There is inequality as between those who indulge in a 
few expensive luxuries and those whose delight is ina multitude 
of cheaper articles. “ It is difficult,” writes Mr. Hartley Withers, 
“ to draw a line between luxuries and necessaries, because the 
difference is often not one of kind but of number.” °° Obviously 
a woman who buys two dresses at £7 apiece is more luxurious 
and is exhibiting more “ taxability” than one who buys a 
single dress for £8; yet under the scheme proposed for this 
country the latter would be taxed and the former would go 
free. 

(b) There is inequality as between those who already possess 
articles of luxury and those who buy them after the imposition 
of the tax. If the taxes were imposed only upon articles which 
are objects of frequently recurrent expenditure (e.g., clothing, 
cigars, wines, etc.) this inequality would be of comparatively 
small moment. But when durable commodities—furniture and 
pianos and such things as people buy perhaps once in their 
lives—are included, the injustice is serious. Why should the 
luxury of the newly married be taxed and that of people whose 
households are already established go scot free? The fact that 


26 Vide Hartley Withers : Porerty and Waste (1914), pp. 60-61. 
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the new taxation is imposed only upon purchases has produced 
the most absurd anomaly in regard to the most typical of all 
expensive luxuries—the occupation of large and expensive 
houses. You cannot regard the purchase of a house as luxurious 
expenditure : it may be simply an investment, like the purchase 
of War Bonds or the purchase of a farm. But you tax the 
purchase of an expensive meal in an hotel, hence also the hiring 
of a bedroom for more than a certain price. And, to be logical, 
you treat lodging-houses similarly. But there you stop short, 
for to tax the occupiers of houses would be to go beyond the 
scope of a tax on purchases. And so, if the proposed scheme 
becomes law, the man who hires expensive lodgings for a week 
at the seaside will be taxed for his luxury, but the man who 
occupies a mansion in Park Lane and two or three country 
houses as well will be entirely untouched by the new tax. 

(c) It is not, perhaps, straining the sense of “ inequality ” 
too much to suggest that the absence of progressive rates makes 
a tax on luxurious purchases necessarily “ unequal.” If equality 
requires the differential taxation of the luxurious, it also surely 
requires that those who spend a great deal on luxury should 
be taxed at a specially high rate. But graduation in a tax on 
purchases is impossible : you could only have a progressive rate 
on the amount of each separate purchase, and. the man who 
made many small purchases would then have an unfair 
advantage. 


Tt will be noticed that most of the objections considered above 
are objections, not to the particular schedules which have been 
examined, but to the whole project of raising revenue by means 
of a tax on luxurious purchases. It does not follow that all forms 
of luxury taxation are similarly objectionable. A great deal might 
be said for the imposition of really repressive taxes upon a few 
of the most important luxuries, care being taken to limit the 
scheme to luxuries which (a) absorb productive resources that 
might serve more useful purposes and (b) are susceptible of 
graduated taxation. A progressive tax on the employment of 
servants at once suggests itself. The machinery of the National 
Insurance Act would provide a check upon evasion ; and Dutch ex- 
perience might be useful in arranging the details. Again, the In- 
habited House Duty might undergo radical alteration and develop- 
ment. At present the graduation stops with houses whose annual 
value is £60, though the value of the houses above this line repre- 
sented in 1905-1906 (the last year for which I have figures at hand) 
more than two-fifths of the annual value of all those charged to the 
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duty. It is obvious that if a man occupies more than one house 
the value of all those he occupies added together should be the 
determinant of .the rate which he should pay, though it might be 
difficult to prevent fraud if this was the rule. That some abate- 
ment should be allowed for the number of a man’s family will 
clearly be desirable in.the cases of both the servant tax and the 
house tax. In regard to both taxes it may be suggested (t) that 
the object would be not revenue but the suppression of waste and 
(77) that the present is an opportune time for the initiation of 
these taxes, because discharged servants would be in no danger 
of unemployment and the great need for hospitals and convalescent 
homes would readily absorb any large country houses which might 
be thrown on the market as a result of taxation. 


REGINALD LENNARD 


THE COLLAPSE OF THE FRENCH ASSIGNATS. 


THE history of the Assignats falls into three periods. During 
the first, the period before the Terror, the growing inflation 
worked its full effects under conditions of economic freedom. 
. During the second, which coincides with the Terror, recourse was 

had to violent measures to counteract the effects of inflation. The 

third period, which begins with the end of the Terror, saw the 
discredit and final disappearance of the whole system of the 
Revolutionary paper money. It is this last phase, which was pro- 
longed over a period of two years and which has received less 
careful treatment than the others at the hands of historians and 
economists, that I propose to describe. But before doing so a 
brief survey of the earlier developments will be useful. 

The Revolution originated in financial difficulties. But far 
from relieving the embarrassments of the State, it only intensified 
them. Unpopular taxes were repealed. Compensation was voted 
for feudal privileges abolished. The yield of the remaining taxes 
dwindled. The provision of the immediate means of payment 
became urgently necessary. Necker, the Minister of Finance, 
attempted to borrow, but his loans were little more than half 
subscribed.! In the confiscated lands of the King and clergy, the 
State had become possessed of a capital asset more than sufficient 
to cover the accumulated deficits of many years. The biens 
nationaux are believed to have been worth 3,500 millions of 
livres, while the whole expenditure of the Budget was some 500 
or 600 millions, and the deficit for 1789 was estimated at 162 
millions.” Here was a guarantee of solvency, but the problem was 
to make it immediately available. A succession of forced sales 
would sacrifice a great part of its value. It was decided to issue 
a paper security which could be used in the first instance for paying 
Government obligations, and could be received in payment of the 
purchase price of the public lands. First, in December, 1789, 
came interest-bearing bonds; then, in April, 1790, came legal 


1 Stourm, Finances de V Ancien Régime et de la Révolution, 253-7. 
2 Stourm, II., 274. 
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tender notes, but still bearing interest. In September, 1790, there 
followed an issue of paper money pure and simple, legal tender 
and bearing no interest. By that time the total authorised 
issue was raised to 1,200 millions. In June, 1791, a further 
issue—fixed at 600 millions—became necessary. The total ex- 
penditure from May Ist, 1789, to July 1st, 1791 (two years and 
two months), was 1,719 millions, and the revenue only 470 muil- 
lions, making the deficit 1,250 millions.* 

In November, 1791, the Assignat was worth 82‘ per cent. of 
its face value, and with the growing inflation and the approach 
of war was falling rapidly. War was declared on Austria in April, 
1792. In June the Assignat fell to 57, but by the end of the 
year it had recovered to 72. But the execution of Louis XVI. and 
the outbreak of war with England in January, 1793, completely 
demoralised the market. In that month the Assignat fell to 51, 
in June it was at 36, and in August no more than 22. It is at 
this point that the Reign of Terror begins and brings with it the 
period of violent remedies. A decree of April 11th, 1793, pro- 
hibited the buying of gold or silver at a premium; all monetary 
obligations were to be obligations to pay in Assignats, and if 
payment were made in coin it must be at par. By a further 
decree, of August, it became an offence to sell coin, or to differen- 
tiate between coin and Assignats in any transaction, or to refuse 
to receive payment in Assignats, or to negotiate Assignats at a 
discount. By a third decree, of September 8th, the death penalty 
itself was imposed. The Jacobins, indeed, had replaced the 
Girondins or moderate party in power for the express purpose of 
coping with a desperate crisis in internal and external affairs. A 
strong executive was indispensable, and the Committee of Public 
Safety, working in conjunction with the National Convention, was 
given a free hand to regulate every detail of the life of the French 
people. Depreciation of the paper money was naturally reflected 
in a proportional rise in prices. In the spring of 1793 the 
Jacobins, then in opposition, had pressed upon the reluctant 
Girondin Government a measure prescribing a maximum price 
for corn, and when the Jacobins themselves came into power the 
principle was extended by successive decrees to all necessaries, 
including not only food, but cloth, leather, fuel, wood, etc. (Decree 
of September 29th, 1793.) 

The Jacobins saw clearly enough that if order was to be 

3 Levasseur, Histoire des Classes Ouvrieres en France, 1., 152-6. 
4 The Schedule to the Law of 5 Messidor, An V. (June 23rd, 1797), giving 


the average value of 100 livres assignats in specie for each month, is quoted in 
Courtois’ Histoire de la Banque de France, etc. 


302 THE ECONOMIC JOURNAL [SEPT. 


restored in the finances the volume of paper money in circulation 
must be diminished. The Assignats in circulation, after deducting 
those withdrawn through sales of the biens nationaux, now came 
to 3,776 millions. Besides other measures, a forced loan, assessed 
on income and calculated to yield 1,000 millions, was levied. There 
was no hope of the ordinary Budget balancing, but with these 
resources the plethora of paper might at any rate be reduced. 

France, in return for her fearful sacrifice in submitting to the 
Terror, received at any rate the advantage of a strong Govern- 
ment, a Government which could organise victory and save the 
Republic, a Government which could make realities of a forced 
loan, a schedule of maximum prices, or a legal tender law. The 
prospects of France and the prospects of the Revolution rose. In 
November, 1793, the Assignat was at 33, or 50 per cent. above the 
panic quotations of August. In December it leapt up to 48. Like 
the low level of August, this rise was in part artificial. Gold and 
silver themselves were depressed in value in consequence of a 
law against hoarding. The Government exacted a part of the 
taxes not in Assignats, but in kind. Other supplies were requi- 
sitioned at prescribed prices. Not merely were war supplies 
requisitioned, but the people of Paris were fed with requisitioned 
corn. Yet, notwithstanding all the requisitions and transactions in 
kind a vast expenditure in money was necessary. The emergency 
measures themselves destroyed enterprise; there were no free 
markets except for luxuries, and it was no time for luxuries. The 
ordinary sources of revenue were almost dried up. The adminis- 
tration of the all-important Impét Foncier had been unwisely de- 
volved on local authorities who had no interest in gathering it in. 
The deficit was made up by incessant additions to the authorised 
issue of Assignats. Speaking on November 4th, 1794,° Cambon, the 
Minister of Finance, estimated that the expenditure in 1792 had 
been 1,800 millions, and in 1793 2,000 millions, and that it had 
risen to 300 millions a month. At that time the Assignats in 
circulation amounted to 6,400 millions, and they were still worth 
24 per cent. of their nominal value. 

At last there came a relief of the tension ; the circle of enemies 
was triumphantly broken; it was no longer necessary to subordi- 
nate every private interest to the absolute will of the Executive. 
The Terror, in fact, perished of its own success. Victory brought 
security, and the remoter the danger the more odious became the 
butcheries perpetrated by the bitter fanaticism of Robespierre 
and the vindictive brutality of his evil colleagues. With the fall 


5 Moniteur. 
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of Robespierre on the 9th Thermidor (July, 1794) the Terror 
ceased, but the military, economic, and political system of the 
Committee of Public Safety did not immediately come to an 
end. 

So far as the economic system is concerned, the first important 
step was the repeal of the law of the maximum on December 
24th, 1794. Maximum prices have a paralysing effect on trade. 
No one is willing to sell, and goods have to be wrenched from 
the dealers’ hands and forced into the market by the Govern- 
ment. Let the limitation of price be withdrawn and everyone 
is willing at once to resume business. But there is no recent 
experience by which to measure demand, and the result is a 
bewildering uncertainty of prices and an orgy of speculation. 

This is what happened in France in 1795. Even in Septem- 
ber, 1794, three months before the actual repeal of the law, there 
were complaints that the maximum was no longer enforced.® 
At the same time it was said that there were goods in plenty.’ 
Once people saw that the maximum simply prevented them 
from buying, and that if they could evade the law they could 
have whatever they could pay for, the system was doomed. But 
the repeal let loose forces the effects of which had not been fore- 
seen. Traders who had been paid in Assignats for all that they 
had been compelled to sell for eighteen months past, and had 
been unable to buy anything because no one would sell at the 
maximum prices, pressed forward to spend all this idle money 
on replenishing their stocks. In proportion as traders hastened 
to spend, prices went soaring upwards, and in proportion as prices 
rose traders became the more eager to turn money into com- 
modities, and to reap the profit of the almost unlimited rise which 
they foresaw. This sudden dissipation of balances flooded the 
market with Assignats, and produced a headlong depreciation. 

And the depreciation now became directly measurable against 
specie. For a time, indeed, the prohibition upon dealings in 
specie remained legally in force. But even before the repeal of 
the maximum speculators were beginning to sell gold and silver 
as “ nankin” or “ muslin,” and the police were unable to prevent 
the traffic.2 With the repeal of the maximum there came a 
decree of January 2nd, 1795, permitting the exportation of specie 


6 Aulard, Paris sous la Réaction Thermidorienne, I., 91. This work, con- 
taining the daily reports of the Paris police on the state of public opinion, ete., 
together with extracts from the newspapers, provides invaluable material for 
studying the successive phases of the Assignats. 

7 Aulard, September 30th, 1794, and October 9th, 1794. 

8 Aulard October 13th, 1794. 
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provided products necessary to life were imported in exchange. 
This did not authorise dealings in specie at a premium, but it 
opened the door to the quotation of specie prices. Once coin 
had become the legally recognised means of purchasing foreign 
commodities, its place as a measure of value was re-established, 
and almost immediately we find evidence here and there that 
the law against differential prices is being defied, and payment 
in coin stipulated for. This is still the exception in Paris itself, 
but it is fast becoming the rule in the country districts, even 
quite close to Paris.° 

Till the end of February, 1795, the depreciation though con- 
tinuous was not perceptibly accelerated. Indeed, whereas the 
Assignats fell from 28 per cent. in October to 20 in December, 
1794, they were still at 17 in February. Nevertheless, this was the 
lowest point yet recorded, and represented a drop of one-half 
since the fall of Robespierre seven months before. There had 
not been so severe a decline since that of the summer, of 1793. 
The Convention turned their attention seriously to the problem 
at the end of February. Cambon, the Minister of Finance, pro- 
posed ® a lottery on a gigantic scale, and a number of other 
projects were discussed, all being designed for the purpose of 
raising a large sum of money in Assignats and withdrawing the 
paper so received from circulation. The principle. was the same 
as that of the forced loan of 1793, but the magic of decision was 
gone. The various plans were referred to the Committee on 
Finance, and while the Committee deliberated the collapse of 
the Assignat went on apace. By April, when the Committee’s 
spokesman, Johannot, presented its report,"’ the paper money was 
worth little more than 10 per cent, of its face value. The report 
embodied a variety of proposals. Its general tendency was to- 
wards greater freedom. Bargains were to be permitted in any 
medium of payment, whether metal or paper; the Bourses in 
Paris and elsewhere were to be opened ; the value of silver bullion 
in Assignats was to be officially ascertained and published monthly. 
A final batch of 3,200 millions in Assignats was to be manufac- 
tured, not to be immediately issued, but to be held in reserve, 
and thereupon the plates were to be once for all destroyed. 
The biens nationaux were to be paid in Assignats at their silver 
value. A land bank was to be started, to issue a new kind of 
security, cédules d’hypothéque, secured on specified portions of 


9 Aulard, January 23rd, February 13th, February 18th, 1795. 
10 On the 7th Ventose (February 25th, 1795)—see Moniteur. 
11 On the 26th Germinal (April 15th, 1795)—AMoniteur. 
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the biens nationauz, not legal tender, but transferable by endorse- 
ment, and bearing interest at 3 per cent. 

An important instalment of these proposals was passed on 
April 25th. Specie was declared to be “ merchandise.” The 
Bourses were opened. The 3,200 millions of Assignats were 
authorised (though the plates were not destroyed, and the issue 
was far from being final !). 

The discussion was resumed in May. A member named 
Raffron put forward a motion that the value of the Assignats 
should fall automatically by one per cent. every month. This 
aroused a storm among the Jacobins, and a resolution ruling out 
of order any proposal in the direction of demonetising the Assi- 
gnats was carried by acclamation.” Perhaps Raffron’s motion 
was not meant too seriously, and the real aim was to outmanceuvre 
the proposal for fixing the value of the Assignats in silver accord- 
ing to the market quotations. For this latter proposal, which 
certainly partook of demonetisation, inasmuch as it divorced the 
Assignats from the money of account and set no limit to their 
possible divergence, was not further discussed. 

The growing turbulence of the Jacobin faction broke out into 
open violence in the latter part of May, and the discussion on the 
Johannot report was interrupted. On May 2lst, in the midst of 
the turmoil, according to a brief notice in the Moniteur, the law 
declaring specie to be merchandise was again repealed. 

Quiet being restored the discussions on currency and finance 
were resumed. On June 4th a law was passed authorising the 
system of cédules d’hypothéque. The same law declared that 
Assignats and coin bearing the stamp of the Republic were the 
sole legal money. The effect of the various decrees relating to 
specie is not very easy to unravel. For some reason or other the 
hasty repeal of the law which made specie merchandise, on May 
21st, seems never to have had any operative effect. At any rate, 
the dealings in gold and silver on tle Bourse were in no wise 
interfered with, and when a law was passed at the end of August 
giving the Bourses in Paris and elsewhere a monopoly of dealings 
in the precious metals, so’t monnayés, soit en barre, en lingot, ou 
ouvrés, there was no suggestion that transactions not other- 
wise lawful were being legalised. Finally, on March 12th, 1796, 
the Moniteur again records that “ the law which declared gold 
and silver merchandise was repealed.” It is possible that the 
law of June 4th, which recognised no other metallic money than 
that coined by the Republic, was interpreted as legalising dealings 


12 On May 7th, 1795—see Moniteur. 
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in Louis d’or and écus of the old régime, and in bullion and 
foreign coin. The Republican coinage included no gold and very 
little silver (only 32,000,000 francs up to May, 1797), and if that 
alone was not to be treated as merchandise the continuance of 
free dealings in other forms of specie is explained. 

The cédules d’hypothéque were a failure. Indeed, what was 
the use of expecting people to lend with the prospect of being 
repaid in Assignats? No proposal for borrowing from the public 
could succeed so long as the lenders had no safeguard against an 
indefinite depreciation of the medium in which they were entitled 
to repayment. When the proposal for fixing the value of the 
Assignat in silver every month was dropped, this part of the 
Johannot report lost all its utility. 

But in any case it was too late. The critical months had 
already been lost. The Assignat, which had been worth one-sixth 
of its value when Cambon made his report in February, and one- 
tenth when Johannot made his in April, was now hardly worth 
one-fifteenth, and was fluctuating wildly and falling rapidly. The 
Jacobins, however, remained the champions of the paper money 
which had saved the Republic. The Convention turned to the 
public lands which had always been regarded as the security for 
the Assignats. All that was needed to rehabilitate them was to 
make them convertible on demand into this security. But it 
could not be said that the holder of a sum in Assignats was en- 
titled to any definite amount of land. Hitherto the lands had 
been sold by auction, and the price rose as the Assignats depre- 
ciated. No limit could be set to this process, and to sell the land 
to the highest bidder was undeniably to give less land than had 
been originally contemplated. The valuation of 1790 afforded a 
basis for fixing the price of the land, and a decree (May 29th) was 
passed that it should be sold to the first comer at 75 years’ purchase 
of the annual value of 1790, or, say, three times its capital value. 
The Church and Crown lands seized in 1789 had been worth 
3,500 millions ; the lands of the émigrés seized in 1792 were worth 
2,000 more. The sales up to date amounted to 3,600 millions 
in paper (of which about two-thirds still remained to be paid up.) 
Allowance being made for the inflation of paper values, the portion 
unsold might have been sufficient to withdraw many milliards of 
redundant Assignats. But at the then value of the Assignat the 
land was being sold at only three years’ purchase, or thereabouts, 
of its real annual value, and for all that the obligations of the 
State were not being unequivocally met. The Jacobins could 


13 Stourm, Finances de Vancien Régime et de la Revolution, Chap. XXX. 
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not stand such a sacrifice of the Republic’s most cherished asset. 
The decree was hastily repealed, and the sales under it were an- 
nulled (June 7th)." 

This game of fast and loose was not calculated to revive the 
credit of the Assignat. On June 7th the Louis of 24 livres was 
quoted at 585. On the 13th it leaped up to 1,000, on the 15th it 
dropped to 600, and on the 16th even to 450. The position was 
becoming desperate. How could paper money subject to such 
wild vagaries be used as a medium of payment at all? 

One of the-vices of the situation was that the public revenues 
dwindled in proportion to the Assignats. It had been difficult 
enough to collect the taxes, and the arrears were enormous, but 
when the Assignat was worth only 5, 4, or even 2 per cent. of its 
nominal value the money was hardly worth collecting. In June 
an Act was passed making the Assignats pass in payment of taxes 
for a reduced value bearing the same proportion to their face 
value as a standard sum of 2,000 millions to the actual amount 
in circulation (rounded down to the nearest 500 millions). To 
avoid inflicting hardship on landlords who had to pay taxes on 
property which they had let on lease, the same rule was applied 
to rents payable under leases. 

Nothing could demonstrate better than the operation of the 
proportional scale the manner in which the Assignat had lost 
ground. It was estimated that in 1789 there had been 2,000 mil- 
lions of specie and 700 millions of paper in circulation. Some 
of the specie had undoubtedly remained hidden in the country 
all through the Terror, notwithstanding the law against hoard- 
ing. If the gap to be filled by the Assignats in the currency 
system be taken at 2,000 millions, then the 6,400 millions in cir- 
culation in November, 1794, which were worth 1,500 millions at 
24 per cent. of their face value, nearly sufficed to fill it. At the 
time of Johannot’s report in April there were about 8,000 millions 
in circulation, which at 10 per cent. represented only 800 millions 
in specie. In June there were 13,000 millions in circulation, and 
the average value of the Assignat for the month was only 3°38 
per cent., so that the whole issue was worth no more than 440 
millions. 

While the Convention had been debating and referring Bills 
back to Committees, and passing and repealing futile decrees, the 
Assignat had practically ceased to be a medium of payment, and 


14 Moniteur. 15 Aulard. 
16 Estimate by Maurice quoted in debate of 29 Prairial (June 17th, 1795) — 
see Moniteur. Necker estimated the circulation of specie at 2,200 millions 
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had become a mere object of speculation. Country people ex- 
pressed their contempt for the Assignats, calling them “ l’argent 
de Paris.”” The Paris shopkeepers themselves refused to give 
change for the Assignats of large denomination or sometimes even 
to accept them at all, on the ground that the country 
people were refusing to take payment in paper for their 
produce.’ The Convention remained in existence till the end of 
October, but during its last months its attention was occupied in 
Constitution making and in preparing for the advent of the New 
Government. Currency matters were allowed to drift, and the 
credit of the Assignats was not assisted either by the grant of 
extra pay in metallic value to the troops’ or by the computation 
of the legislators’ allowances in terms of corn. The premium on 
specie grew, now rapidly, now slowly; occasionally there was a 
momentary setback, but never for long. By the beginning of 
September the high quotation of 1,000, which the Louis had 
touched during the spasmodic movements of June, had been sur- 
passed. After remaining at 1,100 to 1,200 for several weeks, the 
Louis shot upwards in the middle of October. The Republic was 
changing horses while crossing a very torrential stream, and in 
the last days before the new Constitution, with its Directoire 
Exécutif and its Corps Législatif of two Chambers, came into 
operation, quotations oscillated madly up and down. On October 
26th 2,000 was reached, on the 28th 2,750, on the 29th 3,450, on 
the 30th the Louis opened at 2,600, and on the 31st it was back 
again at 2,450.29 The paper money in circulation had grown to 
19,000 millions, and with the Louis at 3,000 this was equivalent 
to only 150 millions of specie. 

Writers on the Assignats have made much of the amazing 
prices at which commodities were bought and sold at this period. 
Of these it is really enough to say that they were proportional to 
the rise in the value of specie. In other words, they were fifty- 
fold their normal level in September, one hundred-fold and more 
by the beginning of November. These prices were a reality in 
Paris and in other places where Government disbursements kept 
up a perpetual fresh supply of Assignats. In Paris the Assignat, 
“l’argent de Paris,” really was the medium of payment. But even 
in Paris a system was growing up of regulating prices of goods by 
the price of gold as quoted on the Bourse.” From fixing differen- 


17 Aulard, July 1st, 1795. 18 Aulard, June 20th, 1795. 
19 Aulard, July 23rd, 1795. 
20 These quotations are taken from the daily record of the Bourse prices 
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tial prices, the merchants and farmers in the provinces had taken 
to refusing to receive Assignats at all. The country was steadily 
restocking itself with metal currency. The quotations of the 
foreign Exchanges on the Bourse, from the time when they begin 
in the late summer, consistently show an enormous profit on the 
importation of gold. The premium on Louis d’or and on foreign 
gold coin was very much greater than the premium on foreign 
bills. In September and October the difference was as great as 
20 per cent. ; till the end of January, 1796, it was as much as 
ten per cent.” 

When the Directorate came into power at the beginning of 
November they turned their attention to the currency. On 
December 6th they made their first important proposal. There 
was to be a forced loan, payable in specie or bullion or corn, or in 
Assignats taken at one per cent. of their face value, by which it 
was hoped to raise 400 millions in specie, and to withdraw 20,000 
millions (counting as 200 millions) in Assignats. The Assignats 
were to become convertible into coin at the same rate of one per 
cent. ; the manufacture of Assignats was to be brought once and 
for all to an end; the plates were to be destroyed on February 
19th. But meanwhile the Government could not be left without 
any financial resource whatever, and they were authorised to 
continue the manufacture of Assignats till the total issue reached 
the fantastic figure of 40,000 millions. Great hopes were 
aroused, and, when the forced loan decree passed, the Louis, 
which had been above 5,000, fell in two days to 3,500. The 
régime of the Assignats was clearly coming to its close. The 
Government was, indeed, still meeting its liabilities in Assignats. 
Civil Service salaries, however, had already been raised thirty- 
fold (November 28th). In December it was enacted that half 
the Customs duties should be paid in coin.” The valuation of 
the Assignat at one per cent. might well provide a bridge by which 
the Government could return, as private traders had already 
practically returned, to a metallic standard. 

But the Directorate was limited in its freedom by a Legisla- 
ture predominantly Jacobin. It did not command confidence. 
The Assignats were still over-valued, even at one per cent., and 
the Government could not start redeeming them in specie at that 
rate. Indeed, practically no specie came into its hands. A 
continuance of paper money in some form seemed absolutely 
inevitable, and the next step was to devise a new issue of paper 


22 For the serious effect of this on English currency, see ‘‘The Bank Restric- 
tioa of 1797” in the Economic Journau of March, 1918. 
£3 Stourm., II., 86. 
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money, which should be absolutely secured against depreciation. 
The Assignats, though they were supposed to be secured upon 
the public lands, did not entitle the bearer to any particular share ° 
in this security. The new notes, the mandats territoriaux (March 
16th, 1796) were to entitle the bearer to obtain land on demand 
at the fixed valuation of twenty-two years’ purchase of the annual 
value in 1790 (or eighteen years’ purchase for buildings). Though 
there are plenty of objections to such a currency system, it may 
be plausibly argued that, so long as the supply of lands remained 
unexhausted, depreciation would have been prevented. But it 
was never given a fair trial. The Committee of the Lower Cham- 
ber (the Council of Five Hundred) introduced an amendment 
making Assignats convertible into mandats territoriaux at one- 
thirtieth of their nominal value, and raising the amount of the 
Mandats from 600 to 2,400 millions to provide for the exchange 
(with an ample margin !)* If one-hundredth had been too high 
a valuation of the Assignat, one-thirtieth was impossible. The 
Louis fell, it is true, from 7,000 to 5,300 in one day, and to 4,800 
in one day more, but it soon reacted to above 6,000. If it was 
to be valued in Mandats at 720, there would merely be a repeti- 
tion of the fiasco of June, 1795, when the Convention, unable to 
stand the sale of the biens nationaux at two or three years’ pur- 
chase, had annulled the sales retrospectively. 

To add to the distrust, the new currency when it came out 
consisted not of Mandats but of “ promesses de mandats ” (author- 
ised March 19th). “Rescriptions,” or Government promises to 
pay cash, were already in circulation at an enormous discount, 
and promises to pay Mandats could not be expected to fare better. 
Week after week, month after month, people wondered when the 
Mandats proper were coming.” The promesses were given forced 
currency and could be used to pay the first deposit for the purchase 
of land, but apparently the Government could not summon up 
courage to assume the liability to pay land on demand. Mean- 
while the quotations of the Mandats fell and fell. At the begin- 
-ning of April they were worth no more than 20 per cent., at the 
end of April only 12, at the end of May they fell to 5, recovered to 
10 in June, and fell away in July even below 5.% Though they 
were given forced currency, and gold and silver were declared no 
longer ‘“‘merchandise,” the Mandats never gained the same accept- 
ance as the Assignats. Whereas the Louis d’or was quoted in 


24 Voted on 22nd Ventose (March 12th, 1796), see Moniteur. 


25 Aulard. 
26 Aulard. See also Schedule quoted in Supplement to Moniteur of October 
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Assignats on the Bourse, it was never quoted in Mandats; the 
Mandats were quoted in terms of specie, as if they were them- 
selves “ merchandise.” The Assignats, while they lasted, really 
were the basis of the money of account ; as fast as they lost ground 
the metallic standard took their place, and a new network of debts 
and accounts, reckoned in coin, came into being. The Mandats 
were intended, like any ordinary issue of paper money, to take the 
place of coin, but no trader who cared for his business would take 
advantage of the law (March 23rd), which made stipulations for 
payment otherwise than in Mandats unenforceable in the Courts. 
There remained for the time being two moneys of account, one 
following specie and the other Assignats, the two being linked 
together by the daily quotation of the Louis d’or. But even the 
fixed thirty to one relation between the Mandats and the Assignats 
never led to the use of a third money of account following the 
Mandats. 

In currency questions the money of account is fundamental. 
The difference between high and low prices is in itself one of 
nomenclature only ; it only acquires importance through the rela- 
tion of prices to pre-existing debts. Even rates of wages, the 
observed tendency of which to lag behind price movements is one 
of the most serious evils of inflation, are only a particular case of 
debts reckoned in the money of account. The contract of service 
creates a debt every day from employer to employed, and the 
amount of the debt can only be adjusted to a change in the pur- 
chasing power of the monetary unit by a revision of the contract. 
It is worthy of remark that so long as the Paris workmen were 
ordinarily paid in Assignats, there were no complaints of wnem- 
ployment ; the high prices (always attributed to the knavery of 
speculators) were the perpetual grievance. Early in 1796 when 
the Assignats had almost entirely given way to specie, unemploy- 
ment becomes one of the chief grounds of discontent.” But if wage 
contracts were not easily adapted to a monetary unit which depre- 
ciated by half every two or three months, commercial contracts 
were thrown into a worse chaos still. 

The Convention had not been able to evade this question alto- 
gether. In August, 1795, an emergency law was passed suspend- 
ing the right of redeeming or commuting annual payments, and 
prohibiting debtors from paying up before the due date. The 
winding up of the Assignats in February, 1796, necessitated some 
sort of equitable adjustment of ccntracts. If the Mandats were to 
be equal to specie, and debts were to be payable in this new 
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medium, an utterly unfair burden would be placed on those who 
had contracted during the depreciation to pay in Assignats. If a 
man had contracted in December, 1795, to pay 10,000 livres in 
Assignats, then worth about 50 livres in cash, was he to pay 10,000 
livres in Mandats three months afterwards? If he was allowed to 
pay less, what was to be paid by the man who had contracted in 
December, 1794, when the 10,000 livres were worth 2,000, or in 
December, 1793, when they were worth 4,800? A law was passed, 
soon after that authorising the issue of the Mandats, establishing 
a statutory scale of depreciation. Every debt was to be adjusted 
according to the rate appropriate to the date at which it was con- 
tracted. This was in principle a concession to debtors, and by way 
of some compensation to the creditors the scale did not at any 
point allow the full degree of depreciation which had actually pre- 
vailed. Thus in March, 1795, the prescribed rate was 40 per 
cent., and the actual value of the Assignat no more than 13°28. 
After January, 1796, it was 2 per cent., and the actual value of 
the Assignat only about 4 per cent. 

The collapse of the promesses de mandats raised the same 
problem in an almost more acute form, since the fall to 4 per cent. 
was accomplished in only four months. In July it was decided 
that the Mandat should thenceforward be accepted even by the 
Government only at its market value, which was to be periodically 
announced officially. At last a law of February 4th, 1797, demone- 
tised all the paper money remaining in circulation, and permitted 
the Mandats to be received in payment of taxes and of instalments 
on the purchase of the public lands at 1 per cent. of their nominal 
value.” 

The adjustment of debts was not finally provided for till the 
law of October 6th, 1797, which enacted that obligations incurred 
between January 1st, 1791, and Mersidor 29th, ITV. (July 17th, 
1796), should be reduced to their value in metal, according to a 
table of depreciation scheduled to the law. This differed from 
the law passed in March, 1796, when the Assignats were wound 
up, in that it took the metallic value and no more as the basis of 
the debt. 

One effect of the failure of the promesses de mandats was that 
a large quantity of Assignats remained in circulation. Apparently 
the amount in circulation at any one time never actually reached 
the authorised maximum of 40 milliards. The highest is said to 
have been 32 milliards. The result of the forced loan was disap- 
pointing; up to January, 1797, only 6} milliards had been 
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received.*? A considerable proportion of the Assignats ought, 
therefore, to have been exchanged for promesses de mandats at the 
ratio of 30 to 1. But there was no profit in doing this, and much 
of the issue remained outstanding till the general demonetisation 
of paper money in February, 1797. 

The end of the Mandats was the end of the Revolutionary paper 
money. But that did not mean that the Government paid cash. 
Contractors received “ordonnances,’’ the holders of rentes received 
two-thirds of their capital in “bons des deux tiers mobilisés ” and 
interest on the remaining third in “bons d’arrérages” ; requisi- 
tions for the army were paid for in “bons de réquisitions.” All 
these were obligations to pay in cash, but obligations with no 


definite date of maturity. Sometimes by corrupt means the 


holders could get them paid on grounds of “urgency.’’ Some- 
times they had to wait. Like the Assignats and Mandats, these 
instruments could be used in payment for the biens nationauz. 
Like them they depreciated (though not quite to the same extent). 
But there was one vital difference ; they were not legal tender. 
Contracts were made exclusively in metallic money, and the 
vagaries of Government finance no longer deranged the money ot 
account. Thus was the way prepared, amid all the financial 
humiliations of the Directorate, for the sound system inaugurated 
by Napoleon. 

Much has been written of the fallacies inherent in the issue 
of the Assignats. They were supposed to be “ based ” on the public 
lands, but were not, in fact, convertible into land or anything else 
of value. There was no definite relation between the total value 
of the public lands and the total amount of the circulating medium 
which the French people needed. In reality the sale of a capital 
asset like land is as much limited as the issue of loans in its power 
of attracting bond-fide savings from the public. The failure of 
Necker’s loans in 1789 proved that surplus savings were not avail- 
able, the ordinary revenues were drying up, and inflation was the 
sole resource remaining for providing the means of payment. 
While the history of the Assignats illustrates almost every possible 
phase in the abuse of paper money, the period of their decline is 
in some ways the most interesting and instructive. It is almost 
unique as an instance of the currency of a great nation gradually 
fading away into nothing. It is really astonishing that the agony 
should have been so much prolonged. How did it come about that 
when the Assignat fell in four months. from 17 per cent. to 
3°38 per cent. of its value people still went on using it? The 
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Government, of course, insisted on paying in paper, but how was 
it that people were induced to accept it (apart from the unfortun- 
ate rentiers, who had no choice)? Probably the explanation is 
that some people were willing to speculate on the Government 
being induced to do something to save the Assignats. The 
Jacobins always remained faithful to the currency of the Revolu- 
tion. Ordinary political leaders are fairly free to change their 
minds, and nobody blames them much for dropping a policy for 
which they have striven in the past. But a faction which has 
enforced its policy by bloodshed cannot so easily disavow its past. 
To admit that all or any of the causes for which 20,000 men and 
women were done to death was wrong is to assume too great a 
burden of guilt. The Jacobin leaders probably did not like being 
called “drinkers of blood ’’ by their opponents, and this was an 
unpleasantly effective political cry. To retain their self-respect 
they were impelled to contend that what they had done had been 
really necessary, that the measures taken during the Terror had 
saved the Republic, and that any evils that had followed were due 
rather to the weakness of their successors than to their own errors. 
From the obduracy so thrust upon them sprang that loyalty of the 
Jacobins to the Assignats which gave hope to the speculators. The 
rentiers, contractors, Government servants, and others who were 
paid in Assignats would not keep them longer than necessary ; even 
a week’s delay might cause a perceptible loss. On the Bourse and 
at the bucket-shops of the Jardin Egalité those who were in haste 
to rid themselves of this tainted paper could deal with the specu- 
lators, who were prepared to buy it up on the chance of political 
favours from the Jacobins. The outcry against speculators was 
incessant and intense. But it was only the speculators who gave 
any support at all to the Assignats, when everyone else was dis- 
crediting them by spending them the moment they were received. 

The Jacobins made more than one effort to justify the specu- 
lators’ hopes. The ephemeral decree of June, 1795, for the sale 
of lands at seventy-five years’ purchase of the value of 1790 was 
one example ; the exchange of Assignats for Mandats at the ratio 
of one to thirty was another. 

We have seen how the aggregate metallic value of the Assig- 
nats in circulation shrank. From 1,500 millions in November, 
1794, it had dwindled a year later to 150 millions, and at the end 
was hardly 100 millions. Even of this reduced total the greater 
part had probably by that time found its way into speculative hold- 


ings, so that the quantity kept for currency purposes must have 
been very small. R. G. HawTREy 


REVIEWS 


A Levy on Capital. By F. W. Peruick Lawrence. (London: 
George Allen and Unwin. 8vo. 94 pp. Price 2s. 6d. net.) 


THIs is a crisp and clear statement of the case for a levy on 
capital. In spirit and treatment it closely resembles Professor 
Pigou’s article in the, Economic Journat for June last, though 
there are differences of figures and of detail which cannot be 
brushed aside as unimportant. The conclusion is that “with the 
exception of the rentiers and the very rich the levy will bring 
about a distinct improvement in their net incomes.” By rentiers 
are meant those with a capital of £50,000 or upwards yielding 
interest presumably at 5 per cent. 

Assuming the State debt after the war to be £6,000 millions 
net, it is claimed that this could be wiped out by a levy which 
at a flat rate would be 38 percent. A scale is drawn up graduated 
from small beginnings to 62 per cent. on millionaires. By “capi- 
tal’’ is meant material property, including jewellery, furniture, 
clothing, &c., but not the capitalised value of earned income. In 
other words, brain capital and muscle power would not be brought 
under the levy. A hypothetical post-war Budget is framed. The 
annual expenditure is estimated at £750 millions, and it is main- 
tained that to balance the Budget we shall, on the basis of exist- 
ing taxation, need an income-tax of 7s. 6d. in the £ on unearned 
income, with doubled death duties and a supertax increased in 
proportion. After the levy the income-tax could be reduced from 
7s. 6d. to 3s. 6d. A smaller levy would, of course, give less relief 
to income-tax. But it is suggested by other advocates of the levy 
that if half-measures prove satisfactory there will be a strong case 
for whole measures. 

If, as Mr. Lawrence thinks, an internal debt is no burden upon 
the community—which in one sense of the word “burden ”’ is a 
truism and in another sense untrue—why is it essential to pay it 
off at once by a colossal levy? Impatience of debt is a healthy 
sentiment ; and after the war the reduction of national debt will be 
the plain duty of statesmen. But the question how fast and by 
what methods the debt is to be reduced is one of expediency which 
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must depend upon our financial position, our needs, and our 
resources, not yet to be forecast with precision. The debt charge 
will be heavy, war pensions will be considerable, the housing 
problem will be expensive, the cost of clearing up, of making good 
depreciation, and of getting into working order generally will offer 
serious problems to Government and to business men. What will 
be the capital and the aggregate income of the community when 
peace comes, what its distribution, what the course of prices and 
the state of credit and business? What is the incidence of taxa- 
tion on its present basis, and what are its defects? All these are 
essential considerations, not to be airily dismissed as mere details 
which do not affect the argument. 

It is urged that without a levy on capital we must have a 
crushing income-tax, inimical to production and to saving, that 
the income-tax has its anomalies and injustices, and that accumu- 
lated wealth must come to the rescue. Moreover, “speaking 
broadly, the distribution of wealth will be still more unequal when 
the war ceases than it was when it began, for the small number 
of rich men will retain most of what they had before, and in addi- 
tion will have added the right to participate, because of their hold- 
ings of War Loan . . . in a great part of the wealth which future 
generations will create.’’ This last statement seems to be against 
the weight of evidence. Without going so far as to say that 
“speaking broadly ’’ the war has made the rich poorer and the 
poor richer, we must at least demur to the suggestion that an 
investor in War Loan does more than convert from one form to 
another—and not always a more lucrative form—his right (or 
power) to participate in future wealth. 

It may be conceded that property must be taxed as well as 
income, and this is already, though somewhat capriciously, done 
by the death duties. Be the distribution of wealth what it may, 
there is nothing illogical or unprincipled in resorting to the fund 
as well as to the flow of wealth to meet the needs of the State ; 
but the balance must be held between the net advantages of taking 
more or less, and the distribution must be fair. These are the 
weak points of the proposals. What is wise and what is fair needs 
further discussion. 

Limits of space preclude such a discussion in this notice. 
Assuming that we have a scheme for the simplification and 
reform of the income-tax, a proposal for the valuation and taxa- 
tion of capital as such, framed after a study of Dutch and other 
precedents and an estimate of receipts and expenditure on the 
basis of present taxation, shall we be forced to the conclusion that 
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a levy on capital on “heroic” lines is the only practicable course? 
The cost of housing is estimated by Lord Selborne’s Committee 
at 100 millions sterling for England and Wales alone, and the 
needs of Scotland and Ireland are stated to be still more urgent. 
Mr. Leslie Scott, one of the Committee, thinks the sum mentioned 
will provide at most for rural housing south of the Tweed. But 
this expenditure will yield some revenue, possibly enough to cover 
the cost. War pensions, which will chiefly benefit the poor at the 
expense of the rich, will be a diminishing charge, and so long as 
they exist will affect the alleged altered distribution of wealth. A 
statement of the total wealth and income of the population and 
the distribution of these resources, together with an estimate of 
the incidence of present taxation, will make it possible to envisage 
the fairness of present and future taxation. A tax upon property, 
as such, sufficient to redeem year by year 50, or 100, or 200 millions 
of debt is surely preferable to an additional tax of 6,000 millions 
at one stroke. I am asked to pay £100 to the State forthwith 
because I have certain furniture, books, pictures, clothing, etc. 
Why? Because the State is thereby relieved of the necessity to 
find £5 a year for the fundholder. But if I say “ Be content. 
Take £6 or £8 or £10 a year instead of a lump sum of £100,” 
it is clearly good business for the State to accept the annual pay- 
ment. Time is money. To give the taxpayer time may help him 
without detriment to national finance. Modern life and modern 
business are very complex affairs. To thrust the big indiscriminate 
hand of Government into this delicate machinery with a demand 
for enormous sums at a time when we are being bled white is a 
hazardous procedure. The placards which tell us “ It’s safe” in 
War Loan will provoke cynical comment if the public feel that 
“It’s safer” in a stocking or buried in the garden. ‘“ Never 
again ” is an easy assurance, but history shows how dangerous a 
thing it is to make the taxpayer afraid to disclose his wealth. If 
the plea for an enormous levy led to a secretion of money, its con- 
sequences might be so serious as to require another chapter in the 
next edition of this work. The probable reactions of various kinds 


have not yet been adequately faced. 
Henry Hiacs 


The Economic Causes of War. By Acuitte Loria. Translated 
by JoHN Lustig GARNER. (Chicago: Kerr. 1918. Pp. 188.) 


THE first edition of this book was published in 1912 under the 
title Les Bases Economiques de la Justice Internationale. It was 
reviewed by Mr. Norman Angell in the Economic Journab, 1913. 
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A further notice is now called for by the addition of a substantial 
supplement on The Lessons of the Great War. The translator has 
adopted a title appropriate to the present form of the work. In- 
deed, the original title was not well adapted even to the first 
edition. The contents would have been better indicated by the 
title which Mr. Norman Angell suggested: The Operation of 
Economic Factors in the Evolution of International Society. In 
that evolution as conceived by Professor Loria there are three 
stages. First, economic relations give rise to international law. 
At a later stage international law breaks down under the strain 
of opposed interests ; and still later it is rebuilt by economic in- 
fluences. It is with the second and third stages that we are here 
concerned. The newly added ‘supplement purports to be a verifi- 
cation of certain generalisations relating to those stages. 

The thesis that wars are wholly due to economic causes has 
one of its ablest advocates in Professor Loria. It is impossible 
within our limits to do justice to the learning with which he 
supports this thesis. It must suffice to cite some of the instances 
on which he relies. ‘“ Most of the wars of Athens were caused 
by the necessity of securing additional lands.” “In Rome the 
Third Punic War was merely a revolt of Latin property, deter- 
mined to repair its diminished revenues.” ‘“ The sole purpose of 
the Crusades was to increase the income of European feudal lords 
at the expense of the Syrian or Oriental revenue.” ‘‘ The strug- 
gles of Pisa and Florence, the Italian wars of the fifteenth and six- 
teenth centuries, were due to economic causes.” ‘“ Holland’s 
struggle for independence against Spain was in reality simply a 
privateering war on the Spanish merchant marine and the His- 
pano-American colonial trade.” ‘‘ The war of England against 
Napoleon was merely a reaction against the Napoleonic con- 
quests, which threatened British commerce.” If the adverb “ sim- 
ply ” and its equivalents were omitted, these propositions would 
appear less simpliste. 

As the ancients attributed destruction and preservation to the 
same Power, so Professor Loria teaches that economic action, 
which at one stage is the sole cause of war, tends, at another stage, 
in various ways to establish peace. One way is presented by the 
analogy between industrial and international disputes. Workmen 
will accept an arbitrated decision even when it grants them an 
increase of wages less than what they might have secured by 
fighting, less by an amount less than the cost of fighting. Similarly 
“if the demands of the stronger State are represented by 1,000, 
and it appears to be in a position to obtain this by means of a war 
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whose cost may be represented by 100, the arbitrators must allow 
him (sic) 900+d; but if the cost of the war would be 300 
(we omit some decimals) the arbitrators may grant him 700+d 
without any fear that the stronger State will reject the arbitrated 
award.” Whence it follows that with the increasing cost of war 
the concession which must be made to force becomes smaller. 
The “ zone of arbitration,” in Professor Pigou’s phrase, becomes 
smaller. Professor Loria has expressed with great clearness a con- 
ception which Professor Pigou had introduced (in his Industrial 
Peace, 1905) in a mathematical form. The conception has been 
employed by the present writer (in 1915) without acknowledge- 
ment, because without knowledge, of Professor Loria’s work. We 
have not space to quote the passages which show that Professor 
Loria has a just sense of the differences as well as of the similarities 
between industrial and international disputes. (See his pages 
151, 152, 154, 157.) 

Among other ways in which economic influences tend to mini- 
mise war the “ internationalisation of the Labour movement ” is 
emphasised. There will arise among workmen of different nations 
“a solidarity which will constitute the strongest guarantee for 
international peace.” But the author does not predict the total 
cessation of war—at least, while the present capitalistic system, 
with its so-called “ forced association of labour” (pp. 132, 162, 
179), perniciously persists. 

Such are some of the generalisations which it is the purport 
of the new supplement to test. As to the economic origin of 
war, the writer finds that the statements made by him in 1912 
have been confirmed by subsequent events. ‘The Balkan war 
was fomented by foreign manufacturers of armaments. “ Serbian 
pork, Bulgarian wheat, and Greek commerce were the factors 
underlying the great and so-called religious movement against the 
Moslem.” As to the European war, “ the desire to find a lucrative 
employment for capital in new countries was the real underlying 
cause of the horrible conflagration,’ as pointed out by THE 
Economist (November, 1915). The testimony of Mr. Brailsford, 
of Pope Pius X., and other authorities to the same effect is cited. 
The author appears to attribute economic motives to the belli- 
gerents on both sides indiscriminately. He wrote his Supplement 
before the Americans came into the war, otherwise he would 
probably have adduced the Crusaders of the twentieth century as 
verifying his thesis: the sole motive for their intervention the 
desire for wealth! But perhaps the thesis does not imply that 
all parties to a war on both sides are actuated solely by economic 
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motives. We think that this implication, if not intended, should 
have been more explicitly disowned. 

With regard to the deterrent effect of anticipated cost, Professor 
Loria dwells on the fact that the cost of the war has far exceeded 
the expectations of M. Bloch and other prophets. Yet, contrary 
to their expectations, the warring nations have not been soon ex- 
hausted. The enormous cost is, indeed, such as not to afford much 
prospect of “ net gain ” to belligerents, even if victorious, in future 
wars. Yet we may suggest that the difficulty of prediction 
evidenced by the anticipations about the present war is favourable 
to the spirit o? gambling rather than the cool calculations of 
economic men. 

How about the solidarity between workmen of different nations 
as a guarantee for peace! What of the German Socialists en- 
thusiastically voting military credits, eagerly supporting a war 
of conquest! “ The refutation of the theory,” replies our author, 
“is merely one in appearance. For a long time the Socialist party 
in Germany—the same, moreover, as in other countries—has been 
anything but an expression of the wishes and interests of the 
proletariat ; it has become the fief of certain party leaders, . 
in other words, of a dissatisfied clique of the bourgeoisie who are 
adepts in securing snug incomes for themselves at the expense of 
their flocks.” . . . “ Projects for perpetual peace will be un- 
realisable Utopias until the artificial democracy by which we are 
ruled is replaced by a true democracy, an actual government by 
the people. . . . If the sceptre had passed to the costermongers, 
to the peasants, to the market women, we would have been spared 
this brutal carnage.” So the Bolsheviks seem to have thought. 
Are they a “ true democracy ” ? 

F. Y. EDGEWORTH 


Labour and Capital After the War. By various writers. Edited 
by S. J. CHapmMan. (London: John Murray. 1918. 
Pp. x +280. Price 6s. net.) 


Yer another “ after-the-war” book! Philanthropy, like every 
other interest, including religion, is profiteering—trying to grab 
what it can during the war and resolved to hold as much as 
possible of what it has grabbed after the war is over. The writers 
of the present book are like all the rest: each of them finds his 
former opinions greatly confirmed by the experience of the war, 
and has a cheerful belief that whatever evil legacies the war may 
leave in other directions, it will do good in promoting or even 
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enforcing the adoption of his own particular views of what ought 
to be done. The Bishop of Birmingham thinks “ England had 
got somewhat out of hand before the war. She is now, on the 
whole, living in accordance with the requirements of a wholesome 
life, in which each ”—with a ration book ?—“ tries to secure what 
is necessary, not only for himself, but for others. This must 
continue.” Mr. Clynes- says: “All the principal functions of 
trade organisations must be retained by them. Neither in import- 
ance, in service, nor in freedom to act, must Trade Union autho- 
rity be diminished.” Lord Leverhulme believes that “ The worst 
motive a human being can be actuated by, even from his own 
mere selfish point of view, is selfishness, whilst one of the highest 
motives, and certainly a heaven-inspired motive, is that of 
enlightened self-interest. Under the elevating influence of 
enlightened self-interest, Capital and Labour, employer and em- 
ployee, can be combined as co-partners to make efficiency and 
higher production a stepping-stone to greater comfort and happi- 
ness.” And so on. We may wonder whether, after all, the great 
problem of the future will be the relations of Capital and Labour. 
May it not rather be the relations between Debtor and Creditor, 
or, rather, between those with fixed money incomes from property 
and those with variable incomes? The various belligerent States 
have abandoned the gold standard in favour of paper standards 
which circumstances lead—they say compel—them to keep on 
depreciating by over-issue. Each of the currencies is depreciated 
in gold, and gold itself is greatly depreciated by its disuse as 
currency. The States buy commodities and services at enormously 
enhanced rates, and, borrowing for the purpose, bind themselves 
to pay annual interest in pounds, francs, marks, dollars, and the 
rest. General wages and prices have risen to levels corresponding 
with the depreciation, and many of the increases have with amaz- 
ing folly been adopted in legislative enactments intended to 
govern the future. Will not the really great economic question 
be what the pounds, francs, and the rest are to be worth after the 
war? The interest of the States, considered as Government 
machines, will be in favour of keeping down the value of these 
monetary units or lowering it still further, inasmuch as the pre- 
dominant function of government will be the collection of money 
to pay the State creditors with, and it is clearly much easier to 
collect any given sum in taxes if the unit in which the sum is 
reckoned is of small value. Against this will be arrayed the 
holders of national obligations, reinforced by the whole body of 
other rentiers in the strict sense, holders of debentures, preference 
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stocks, chief rents, and such-like things which cannot possibly 
benefit by high prices, and by a contingent of workers and pen- 
sioners and workers whose incomes are more or less difficult to 
move. Who will say with certainty what the result of the con- 
flict will be, or whether, when the depreciators have won, they 
may not in the-end throw away their success by over-issuing to 
that excess which leads to the non-acceptance of the issue and a 
consequent fresh start? Anyway, it is certain that there will be 
a period in which the value of the monetary unit will not have 
even the moderate amount of stability which it had before the 
war. This lends additional interest to the Editor’s proposal for 
arrangements under which reconsideration of wage-rates fixed by 
collective bargaining or other organised methods would take place 
as a matter of course at definite periodical intervals, so as to 
avoid the friction caused when reconsideration can only occur on 
the demand of one party, which is consequently regarded by the 
other party as opening hostilities. If the standard of value is to 
shift about more than ever, this scheme might be useful because it 
would not only make the wages of each industry vary with the 
prosperity of that particular industry, but would also adjust wages 
generally to changes in the value of the monetary unit, commonly 
called changes in the cost of living. It would, of course, require 
the abandonment of the pernicious practice of endeavouring to 
settle wages for long periods into the future which inevitably 
leads to disputes embittered by allegations of bad faith. 
EDWIN CANNAN 


The Economics of Progress. By the Right Hon. J. M. 
Rosertson. (London: Fisher Unwin. 1918. Pp. ix+ 
298. Price 12s. 6d.) 


‘Tuts book consists in the main of lectures delivered to the 
Political and Economic Circle of the National Liberal Club in 
October-December, 1917, and has the defects which might be 
expected from such an origin, being neither suitable for the purely 
practical uninstructed citizen who never heard of Ricardo and 
Marshall, nor for the modern student who is left quite cold by 
Jevons’ attack upon and Marshall’s apology for Ricardo—an 
apology which Mr. Robertson in the robustness of his faith treats 
as another attack. 

In the preface and here and there in the body of the book Mr. 
Robertson tries to resuscitate the doctrine which he rashly taught 
in 1892 in his Fallacy of Saving. At that time it may have been 
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almost excusable to be driven by reaction against the Smithian 
‘doctrine of capital setting industry into motion (J. §. Mill’s 
“ industry is limited by capital”) to the equally wrong doctrine 
that accumulation of capital takes away employment. But the 
Smithian doctrine has long ceased to find any place in economic 
teaching. It is recognised that the amount of employment is 
‘altogether independent of the amount of capital, that the workers 
use tools and stocks instead of being put in motion by them. So 
that there is no longer any excuse for advancing the wholly un- 
tenable proposition that much saving means “‘ under-consumption 
and consequent unemployment” (p. 255). No doubt sharp 
changes in demand may cause unemployment, but to suppose 
that there will be less employment because people demand fac- 
tories and houses instead of beer and cinematograph exhibitions 
indicates considerable detachment from the progress of economics. 

We may doubt whether Mr. Robertson is altogether sound on 
some other fundamental parts of economic theory. Suspicion 
is excited by his complaint on pp. 78 and 79 that the census of 
production shows that ‘‘ large numbers of workers who would be 
classed without question as ‘ productive’ create wealth only a 
very little in excess of their own earnings.” The excess of 
product over earnings is rent and interest, and why should there 
not be large numbers of workers engaged in kinds of production 
in which labour plays a very large part in comparison with land 
and capital? We read on, hoping that we have been uncharitable, 
till we reach p. 109, where we find: “ It is now recognised that 
Ricardo was perfectly right in saying that labour’s increased 
share, as wages, is gained from profit’s share—that is, from the 
rate of profit ; the rate of profit per unit of production having un- 
doubtedly decreased even while the totality of profit increases with 
the increased application of capital.” Is “ labour’s share” here 
an amount or a proportion, and is “ labour ” workers in the aggre- 
gate, so that the share of labour is the total income of all labourers 
taken together, or is it wages in the ordinary sense—earnings per 
man? And how can wages in any reasonable interpretation of 
the term gain at the expense of a rate of profit—a percentage? 
‘And what is the “ unit of production” ? The passage smells 
rankly of the old confusion between the rate of profit—the per- 
centage obtained on capital—and the proportion of produce falling 
to the capitalist. 

Mr. Robertson strongly deprecates alarm at the diminution 
of natality. It is doubtful if he recognises how enormous is the 
reduction of natality involved in the fact that the absolute number 
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of births in England in the four years before they were cut down 
by the war (1911-14) was actually less than it was in the four 
years 1876-9. He argues that alarm is unnecessary because the 
diminution is counterbalanced by the reduction in child mortality. 
A table on p. 271 shows the reduction in the absolute number of 
births in 1906-10 as compared with 1901-5 to have been more 
than counterbalanced by the reduction in infantile mortality, so 
that though fewer were born, 4,000 per annum more reached the 
age of twelve months. But if the next four years had been added, 
as they might have been without entering on the war period, cor- 
responding figures would have shown this trifling margin swept 
away and replaced by an adverse balance. A few pages further on 
an even more unhappy attempt is made to show that diminution 
of births is much more than balanced by reduction of mortality 
under the age of five. The author says: “ Because the annual 
number of births fell from 948,000 in 1903 to 872,000 in 1913 "— 
obviously a slip for 1912—“ the Board of Education announced, 
on April 10th, 1913, that despite the great fall in the death-rate, 
‘there is no such diminution in the child mortality as would 
counterbalance the effect of the diminution in the birth-rate.’ ” 
He denies this flatly, but instead of considering the actual decline 
of child mortality which had taken place, he expects to disprove 
the Board’s statement by quoting estimates of the numbers of 
children of five years old alive on April 1st in 1903 and 1913 as 
respectively 704,896 and 767,987, which would be very telling if 
only the 704,896 were the survivors of the 948,000 babies of 1903 
(instead of being, as they were, the survivors of 918,000 babies of 
1897-8), and the 767,987 had been the survivors of the 872,000 
babies of 1912 (instead of being, as they were, the survivors of 
929,000 babies in 1907-8). He cannot have asked himself the 
simple arithmetical question what decline of mortality would be 
required in order to provide even the same number of survivors 
from 872,000 as from 948,000, to say nothing of increasing them 
from 704,896 to 767,987. If there are 705 survivors left out of 
948, the loss is 253 per thousand : to leave as many as that out of 
872 the loss must drop to 192 per thousand, and to leave 768 out 
of 872 it must drop to 119 per thousand. Moreover, supposing 
the diminution of births has been compensated by diminution of 
child mortality, what answer is that to those who are alarmed at 
the tendency of natality to decline? Diminution of child mortality 
cannot possibly cope in the long run with a decline of natality 
proceeding at a uniform rate. The possibility of counter- 
ing a decline of births by a reduction of child mor- 
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tality obviously diminishes as the child mortality falls. 
When the child mortality is 500 per thousand, a fall of 10 per cent. 
in the births can be met by a fall of child mortality to 444 per 
thousand, which looks possible enough ; but when five more suc- 
cessive reductions of 10 per cent. in the births have taken place 
the possibility of countering is exhausted, as the entire disappear- 
ance of the child mortality will not meet a further 10 per cent. 
reduction. Alarm may be unnecessary, because of the high pro- 
bability that when population becomes nearly stationary natality 
will cease to fall, or will rise if that is then necessary in order to 
keep population from serious decline. But the alarm cannot be 


allayed by Mr. Robertson’s method. 
EDWIN CANNAN 


Die Geldvermehrung im Weltkriege und die Beseitigung ihrer Fol- 
gen. By Ropert LIgFMANN. (Stuttgart and Berlin: 
Deutsche Verlags-Anstalt. 1918. Pp. 199.) 


OF late there has arisen in the Central Empires a school of 
economic thought which preaches that the gold standard is un- 
necessary and that a paper currency need have no gold cover. Of 
that school Professor Liefmann is the prophet, and his book, pub- 
lished in 1916, on Money and Gold purports to furnish the scien- 
tific basis of the new doctrines. In his latest publication he con- 
siders the problem of inflation, and he claims to be the first writer 
who (1) has urged as a matter of the most vital necessity for 
Germany’s economic recovery the reduction of prices to their 
pre-war level, and (2) has shown that the existing high prices in 
Germany are among the principal causes which have produced 
the present decline of the mark exchange. 

Professor Liefmann has nothing very new or very startling to 
say about inflation. His main thesis is that notes require no gold 
cover ; they may be equally well covered “ by staple raw materials, 
of which it would be well to have considerable stocks laid up in 
case war broke out—e.g., copper, nickel, cotton, and so forth,” 
and continues: “ It is not by any means an unsound principle 
to issue bank notes on the security of good commercial bills.” The 
author never once considers that perhaps gold possesses certain 
qualities which fit it to become the note cover par excellence. He 
will have none of it, because it is responsible for a state of 
affairs which enables the gold-producing countries, and England 
in particular, to influence the internal circulating media of other 
countries. 
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The scientific value of Liefmann’s arguments may be gauged 
by two illustrations. To the criticism that the abolition of the 
gold standard will be impossible without the formation of an 
“Anti-Gold League,” and therefore of an understanding with 
other States, Liefmann replies: “ I think this is quite unneces- 
sary. The example of Germany, which in this war has produced 
an abundance of evidence of her strength and has solved so many 
new problems, will suffice to induce other States to imitate the 
harmless measure of abolishing the free mint.” As a rule Lief- 
mann’s work deserves consideration. In this little book, however, 
he is less of an economist and more of a German propagandist. 
The cloven hoof, indeed, appears towards the end of his book, 
where he declares outright that if the gold standard is abolished, 
England will be hardest hit, and that would be “ our reprisal for 
her destruction of our foreign commercial organisations in almost 
all countries . . . for which even in the most favourable peace 
we shall be unable to obtain full compensation.” 

Yet, though Liefmann does not love England, he has nothing 
but praise for her war finance, which he urges Germany to imitate. 
England, he points out, has made efforts to pay for the war by 
taxation and by loans; Germany’s policy of relying on loans 
alone is responsible for the prevailing high prices. “ If our expen- 
diture in the second half of 1917 amounts to 3°4 milliards of 
marks monthly, that is, over 40 milliards of marks per annum, 
and only 25 milliards of marks is the maximum yield of the War 
Loans, it follows, unless the difference is covered from other 
sources of income or from new taxes, that an inflation of credit 
with or without notes is inevitable.” But in Liefmann’s view 
this is not the only weakness of German war finance. It was 
a mistake, in his opinion, to have set up the War-Loan Banks. 
It was folly not to have made efforts to raise loans abroad. The 
cry of joy that German money remained in Germany—an argu- 
ment used in support of all the War Loans—was due to ignorance 
of the most elementary economic laws. The War Loan added 
to the currency ; therefore it helped to send up prices; and as 
high prices in Germany are responsible for the falling mark, the 
War Loans are among the causes of the adverse rate of exchange. 

On the basis of this argument it stands to reason that the 
main efforts of the State in the transition period after the war 
should be directed to reducing prices. Only if that is done will 
the mark exchange recover. But Liefmann is not blind to the 
fact that other causes also affect the rate of exchange—e.g., sym- 
pathy or antipathy, the news from the front, etc. Hence it is 
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necessary for Germany to impress neutrals with her strength by 
insisting among other things that England shall hand over the 
assets belonging to Germans which she holds, amounting to some 
125 millions sterling. ‘‘ In any event, of course, England must 
be forced to deliver up this property.” If England refuses, she 
must be threatened with a continuation of the submarine war. 

Amid bushels of self-praise, criticism of opponents, much 
repetition, and no little propaganda, Liefmann’s book contains 
about two grains of economic doctrine, which may be summarised 
as follows: After the war the gold standard must be abolished. 
This will be easy to achieve since the gold standard no longer 
exists. The inland circulation of gold will be a luxury “which we 
shall be unable to afford.” The regulations governing the issue of 
paper money must be abolished ; the experiences of the war period 
have demonstrated that a paper currency even without a gold 
cover finds ready acceptance. 

Perhaps there is good reason for these demands; perhaps the 
new doctrines have much in their favour. But the unprejudiced 
reader will hardly find in Liefmann’s latest book a case made out 
for their adoption. It must be confessed that as a contribution 
to economic science the value of the book is small. Yet it is 
useful in its way since it shows what prominent German econo- 
mists are thinking about one aspect of post-bellum reconstruc- 
tion. M. EPSTEIN 


Principi di Economia Commerciale. By Gino ARIAS. (Biblioteca 
di Scienze applicati al Commercio.) (Rome : Societé Editrice 
Libraria. 1917. Pp. 948. Lire 25.) 


The Lecturer on Commercial Studies at the Genoese Royal 
Institute, and Professor of Political Economy at the University of 
Genoa, has chosen a subject appropriate to his office and surround- 
ings. The central part of the work—or at least that part in which 
the interest of the English reader will probably centre—is the sixth 
part, dealing with commercial policy. But, apart from that 
main theme there are good discussions of various topics—much 
excellent fruit outside the kernel. The voluminous treatise con- 
tains matter of three sorts not often presented simultaneously— 
economic history and abstract theory in addition to commercial 
policy. The millesima pagina which according to Juvenal is char- 
acteristic of historical compositions is almost literally attained by 
a volume which comprises, besides history, two other ingredients 
abounding in a variety of topics. 

No. 111.—voL. xxvii. 
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In the first part of his work the learned author traces the 
development of exchange from its early obscure origins. He 
next surveys the economic régime of ancient India—the influence 
of caste, the various forms of interest—here, as with reference 
to other topics, including among his selected authorities what 
has been written on the subject in the Economic JouRNAL. Some 
aspects of commerce and retail trade in ancient Athens are pre- 
sented with equal lucidity. Passing on to the Middle Ages, we 
are taught that the “ just price” of Charlemagne’s capitularies 
was the value determined by free competition in contrast to 
monopoly value. The conceptions of just price formed respectively 
by Albertus Magnus, Thomas Aquinas, Duns Scotus, and some 
minor doctors present interesting contrasts. In fine, the his- 
tory of Genoese commerce leads to the conclusion that the earlier 
State regulation was in substance an insurance against the risk of 
dearth ; when this risk had diminished, it was felt that the price 
of the insurance was excessive. 

We do not feel competent to appraise these interesting con- 
tributions to economic history. With more confidence we can 
praise the second part, which deals with value and prices. In 
criticising this part of the volume the present writer is placed in 
the position of an examiner who finds in the work which he is 
examining repeated and appreciative references to his own 
writings. It is but human to be favourably impressed by such 
recognition. Ht sapit et mecum facit is a very natural association 
of ideas. Not that the critic always expresses agreement, but 
rather such dissent on minor points as to evidence an independent 
judgment and so to enhance the value of his appreciation. Thus, 
referring to the Economic Journat, Vol. XXI. (1911), he admits 
that the principle of monopolistic discrimination resulting in 
benefit to consumers may play a large part in modern industry. 
But he will not admit that the principle is relevant to a Socialistic 
régime (loc. cit.) For “ in a Socialist administration there is not 
and there could not be a monopolist such as we now conceive.” 
Which is, of course, true of ideal Socialism. In all such discus- 
sions much turns upon the degree of abstraction presupposed. 
Perhaps we may thus explain Professor Arias’s seeming dissent 
from the views expressed in the Economic Journat (VII., p. 403, 
VIII., p. 234, IX., p. 286, X., p. 288) as to the tendency of a 
specific tax to raise the price of a monopolised article. We are 
quite at one with our author as to the decisive importance of 
future interest on the motives of the monopolist (Arias, p. 137, 
Economic JourNAL, XII., p. 512). As to transactions between 
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two monopolists, the so-called ‘‘ duopoly,” Professor Arias, in 
support of the present writer’s view, contends that it is not fair 
to “ introduce extraneous elements” into the data (Arias, p. 189). 
Here and elsewhere he shows a just appreciation of the “ diver- 
gence between the abstract representation and the concrete phe- 
nomenon ” (p. 149). It is-not the fault of theorists, “i maggiori 
teorici,” at least, if others, “oltrepassando il pensiero dei mag- 
giort,” do not take account of this divergence. 

With such just views as to the function of abstract theory, it 
is remarkable that our author should demur to Professor Marshall’s 
doctrine of compromise benefit (to monopolists and consumer). This 
bold (ardita) abstraction seems to Professor Arias too far removed 
from reality (p. 121). “ The monopolist cannot and does not 
value quantitatively the benefit of the consumer at different 
prices.” Equally surprising seems the criticism of another among 
“i maggiori,” Sir H. Cunynghame, with reference to the expe- 
diency of an export law (p. 177). ‘“‘ These purely quantitative 
contentions (raffronti) are not an infallible guide.” Quis negavit ? 
. The objections to Mr. Bickerdike’s doctrine of incipient taxes 
(propounded in the Economic JourNnaL, Vol. XVII.; ana- 
lysed by the present writer, Vol. XVIII.) appear similarly 
otiose. The paradox that the advantage generally obtainable by 
a small import tax tends to be greater (sic) when the tax is pro- 
tective is combated by arguments which are indeed agreeable to 
common sense and are valid against the statement as it presents 
itself to the lay reader, but do not touch the theorem as under- 
stood by the mathematician. 

We have not space to follow our author through the wide 
range of subjects as to which he displays a minute acquaintance 
with contemporary writings. His generous recognition is often 
tempered with gentle criticism. Thus Mr. Keynes is praised for 
“some truly profound pages” on the discount policy of banks. 
But the author adds : “ Jl Keynes peré non é a mio avviso perfetta- 
mente nel vero.” So with respect to railway rates the “ perspi- 
cuous thought” of Professor Ripley leads to conclusions that are 
“ not quite acceptable ” (p. 813). Plunging into the controversy 
between Professors Taussig and Ripley about “joint costs,” Pro- 
fessor Arias finds that the very acute English writer through excess 
of subtlety deviates from the truth (p. 825). The general im- 
pression produced on us by this elaborate criticism is that the 
Genoese students of political economy are singularly fortunate 
in their teacher. One who has read almost everything that has 


been written on each subject, and has marked what he considers 
z2 
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amiss in each writing, who is ready to compare and correct the 
theories of his contemporaries, must prove a most effective and 
stimulating instructor. Maturer students may perhaps find that 
the judgment which they had formed on each question 1s not 
materially altered by the new dialectic; but this circumstance 
does not detract from the educative value of these critical exposi- 
tions. 

This general character appears to apply to that part of the 
work which is specially concerned with the controversy between 
free trade and protection. The cruder presentations of either 
doctrine are ably criticised. If any freetrader is foolish enough to 
argue that, because Italy relaxed protection in a certain year 
and enjoyed prosperity in subsequent years, post hoc is propter 
hoc, he may be convinced of his error by our author’s sound logic 
(p. 772). It is good also for extreme protectionists to learn that 
there have been “deplorable exaggerations” on their side (p. 794), 
that im general it is the better course to leave to customs 
tariffs a purely fiscal function (p. 179). Coming nearer to prac- 
tical issues, we think that our author has made some contribution 
(p. 605) towards the definition of “dumping”’—dumping of the 
malignant sort, against which it is generally agreed that some 
protective measures may legitimately be employed. He well dis- 
tinguishes the phenomenon of plural price which is an incident 
of monopoly and joint production from penetration in a political 
interest as practised by the Germans. But there still remains the 
difficulty of proving that in any given case the more dangerous 
kind of dumping is present to a serious extent. For example, 
with respect to Italy before the war it is not enough to say: 
“The importation of machines represents for Italy an annual 
tribute of more than 200 millions [of francs] due to a foreign in- 
dustry.” Professor Arias, indeed, says more than this, but he 
does not in our judgment adequately counteract the presumption 
that to obtain a large addition to the means of production is ad- 
vantageous. Before accepting him as a guide we should require 
more information about particulars. Consider, for instance, the 
following contention (p. 795) : “A nation is an historical category. 
National interest (convenienza) has necessarily an historical char- 
acter, is not immutable, but continually changeable, is complex 
and inseparably compounded of multiple elements,” and so forth. 
With respect to such propositions one may sympathise with that 
cautious student of whom it is told that he would not assent to 
the axioms of Euclid until he knew what use was to be made of 
the admission. F. Y. EDGEWORTH 
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A New Way of Housekeeping. By CLEMENTINA BLACK. Collins. 
1918. 3s. 6d. net. 


THE development of housekeeping on the lines of modern in- 
dustrial methods has been broached in the last twenty years by 
several writers, among whom Mrs. Perkins Gilman was perhaps 
the most startling and provocative. At first received with in- 
credulity and astonishment, the suggested innovations are now 
beginning to win acceptance, and the war has brought them well 
within the range of practical politics. Strong, capable women 
are now needed in many occupations necessary to the nation, and 
the traditional methods of ruaning the home are seen to be waste- 
ful, using up an amount of energy and effort out of all proportion 
to the results achieved, and retaining the services of many paid 
and unpaid workers who are badly needed for other work. The 
root of the matter lies in the application of scientific method. Both 
in matters of cleanliness and in the choice and treatment of food, 
science is needed. But it is impossible to expect every individual 
home-maker to have this scientific knowledge and training, the 
advantage of which can only be enjoyed by groups larger than 
the family. It may be said that housekeeping cannot be turned 
into a factory industry, and that we do not all want to live in 
hotels or hostels. The author of A New Way contemplates no 
such violation of fundamental human instincts, and herself lays 
stress on the desirability of co-operative, rather than business, 
management. . Domestic federations of grouped households, the 
members electing their committee, and the committee selecting 
or discharging the staff necessary to do the catering, cooking, 
housework, and table service required—these are the main points 
of the proposals outlined in Miss Black’s admirably clear and con- 
crete scheme. In regard to details, as, for instance, whether 
meals should be taken privately or in common, or whether pro- 
vision should be made by the federation or within each family 
for the education and nurture of the young children included, the 
author wisely advises the uttermost possible liberty of choice and 
freedom for experiment. It is impossible not to feel that the 
adoption of such methods would greatly diminish the social cost 
of housekeeping, and also set free valuable energies to assist in 
getting done the vast arrears of work that lie before us in the 
future. 

B. L. HutcHins 
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The Conflict of Tax Laws. By Rowxanp Estcourt, Ph.D. 
(University of California Press. 1918. Price $1.25.) 


THIs noteworthy and praiseworthy essay in finance, dated 
March Ist, 1916, was printed in the University of California Pub- 
lications in Economics for April, 1918, and is now issued as an 
excerpt with an index. 

The casual critic might complain, as the young woman did of 
Hamlet, that it is “ so full of quotations”—no fewer than 194 in 
110 pages. But it is a sign of grace in the author that he has the 
honesty and the modesty to acknowledge his authorities instead of 
concealing them and paraphrasing them. The important matter 
is that the quotations are worth making, are well in their place in 
the procession of the argument, and are frequently from sources 
not easily accessible to ordinary readers. Their value is enhanced 
by the setting of comment in which they are embodied ; and the 
whole work is typically American—fresh, incisive, direct, and 
modern. 

The problems of Federal finance, in themselves becoming serious, 
are complicated by the bewildering chaos of State finance. Doctor 
Estcourt sees clearly that the defects of the present systems must 
be made clear to the public in order to secure the driving power 
to reform, and that expert advice must be taken before reform is 
carried out. He contemplates inquiry in each State by a jurist, 
an economist, and a Treasury official—he does not add an account- 
ant—who should pay regard to historical, legal, economic, and 
administrative considerations and should, after comparative study, 
meet for the consideration of points of agreement with a view to 
co-ordination. The author does not shrink from stating clearly 
his own conception of the important factors in tax reform. Though 
sometimes open to question his views are presented with ability, 
and the essay as a whole is stimulating, suggestive, and practical. 
In spite of the quotations it is singularly free from well-worn 
generalities. When the urgent problem to which it calls attention 
is attacked this essay should be found very useful. Apart from this 


it deserves the attention of all students of finance. 
Henry Hiaes 


NOTES -AND MEMORANDA 


RussiA’s AGRICULTURE AND THE REPAYMENT OF FOREIGN LOANS. 


DurinG the last years before the war the annual exports of 
raw materials from Russia totalled, roughly, Rs.1,500,000,000, and 
her imports Rs.1,000,000,000. 

At the same time Russia’s foreign indebtedness amounted to 
Rs.4,500,000,000, but this has now been increased to 
Rs.16,000,000,000. 

For the repayment of her foreign loans, including interest, an 
annual expenditure of, approximately, Rs.1,000,000,000 will be 
required, which sum can only be paid out of the excess of exports 
over imports, and this implies that her exports must be increased 
by at least Rs.500,000,000. 

Russia’s exports, as is well known, consist mainly of cereals 
and of raw and semi-manufactured products. Excluding live- 
stock, food-stuffs alone formed three-fifths of the total export. The 
annual export of cereals between 1909 and 1913 averaged 
12,000,000 tons, to the value of Rs.675,000,000, the total produc- 
tion of cereals in Russia reaching 47,000,000 tons. Thus the ex- 
port of cereals represented a quarter of the total production in 
Russia. 

The low level of agriculture determined a very poor crop, 
averaging only 40 poods per dessyatine (i.e., 490 lb. an acre), 
whereas in England the average is 149 poods, in Germany 140, 
and in France 80. If Russia’s method of cultivation could be 
improved to the French standard, as should not be difficult, she 
would increase her total output to 94,000,000 tons; thus, even if 
the consumption of cereals inside Russia increases simultaneously 
by 50 per cent.—t.e., from 35,000,000 tons to 52,000,000 tons— 
she should be in a position to export 42,000,000 tons of bread-stuffs 
to the value of about Rs.2,300,000,000—twice as much as will be 
necessary for the annual payment of her foreign debts. 

The attention of economists and industrialists should be drawn 
to the problem of increasing Russian agricultural production. This 
is Russia’s real gold-field. Indeed, the output of metal gold in 
Russia averages only Rs.70,000,000, which is only one-fortieth 


334 THE ECONOMIC JOURNAL [SEPT. 


of the value of bread-stuffs annually produced in that country. 
Should the conditions of the world’s demand for bread-stuffs after 
the war not allow the immediate export of as large a quantity as 
Russia can produce, then, while this period lasted, Russia could 
increase, out of her accumulated bread-stuffs, stock-breeding and 
the production: of other food-stuffs (dairy produce, eggs, and 
meat), which will always continue to be in great demand abroad. 

Bearing this in mind, one would suggest that the primary 
object of the economic policy in Russia should be the development 
of intensive methods of agriculture, as being the simplest and 
surest way of increasing the wealth of Russia. 

During the past twenty years a great change in the economic 
life of the peasants has been apparent, for whereas they formerly 
produced principally for their own consumption, they have latterly 
catered more and more for the market. This change was 
accompanied by a great tendency to pass to intensive 
culture and by an acute demand for well-organised agricultural 
credit, intensive culture necessitating costly agricultural 
machinery. This demand up to the present is met almost ex- 
clusively by the rural co-operative societies. In 1902 the total 
number of rural co-operative societies was 1,625: by 1917 it had 
reached 46,057 ; but notwithstanding the important strides made 
by the co-operative societies in Russia their numbers are not yet 
large enough nor their capital anything like adequate to provide 
for any considerable improvement in agricultural conditions. The 
speedy increase in their number, however, is remarkable and may 
be considered as a direct indication that the general transition to 
an intensive method of cultivation in Russia is a matter of the 
nearest future. 

Another sign pointing in the same direction may be found in 
the steady increase in the import of agricultural machinery into 
Russia :— 


Imported Agricultural 
Year. Machinery, in cost. 
Rs. 
1906 18,350,000 
1907 20,885,000 
1908 25,600,000 
1909 ... ... 37,657,000 
1910 ... ... 38,932,000 
1911... ... ... 52,199,000 
1912 ... ... ... 56,624,000 


In 1906 agricultural machinery occupied the eighth place in 
the list of imports, but by 1912 it had risen to the second place, 
the first being held by cotton ; this was due to the increase during 
the same period in the import of agricultural machinery by from 


1918] RUSSIA’S AGRICULTURE AND REPAYMENT OF LOANS 335 


300 to 400 per cent., while that of other goods increased by only 
48 per cent. 

The increase in the home production of agricultural machinery 
during the same period corroborates the above figures. In the 
beginning of the period it amounted to between Rs.10,000,000 and 
Rs.20,000,000, while during 1912 agricultural machinery to the 
value of Rs.52,600,000 was manufactured in Russia. 

Agricultural science has not yet reached the highest level and 
there is room for it to work miracles in the near future. There 
is, indeed, great promise in the fact that, side by side with the 
farms which yield only about 40 poods per dessyatine (i.e,, 490 Ib. 
per acre), there are others which give 240 poods per dessyatine 
without any sort of manuring but after only an early ploughing. 

Since the vast agricultural population of Russia (80 per cent. 
of the whole) is made up of small holders, it is a practical impossi- 
bility for the majority of them to own the necessary machinery 
for intensive cultivation of their fields, and the conditions of 
Russian peasant life would render it necessary that such imple- 
ments should become the property of the rural societies, Zemstvos, 
co-operative societies, or individual owners (other than peasants), 
who would lend them to the peasants on credit terms, utilising 
as far as possible the manual labour of the peasants and receiving 
the hire in cash or in corn after the crops have been gathered. 

The soil is in many regions so minutely divided that such 
machines as tractors with three or four ploughs attached would 
be too bulky to be of any use, and it would, therefore, be neces- 
sary to use small tractors with one plough only. 

During the next twenty-five years the demand for agricultural 
machinery will continually grow, and the import and home pro- 
duction of it will involve the expenditure of many hundreds of 
millions of roubles. Such outlay will be eminently productive, 
and therefore it may be hoped that the.necessary capital for supply- 
ing agricultural machinery on credit will be easily found. 

The certainty of profit to be derived from organising credit 
for the Russian peasants in order to improve their production, 
the vastness of the sums demanded for that purpose by the popu- 
lation, the system of short credit which will be sufficient, the long 
period of years during which the demand for that credit will 
steadily increase—all these are extremely favourable conditions 
which should prove that the organisation of a big agricultural 
bank in Russia would be timely and successful. 

These conditions also prove the possibility of organising the 
insurance of crops, estimates being calculated on the methods of 
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cultivation employed. The insurance of crops combined with the 
organisation of the hire of agricultural appliances would again 
give a strong impetus to the development of intensive cultivation 
and scientific agricultural methods. 

Having in view the importance of the problems involved in a 
scheme of harvest insurance and the high return of any capital 
invested in such‘an undertaking, it is suggested that this insurance 
should be a Government enterprise, such suitable State organisa- 
tion tending greatly to facilitate the repayment of foreign debts. 

The statistics here employed and the conclusions arrived at 
are based on data which refer to the Russia of pre-war geography, 
for the political, economic, and popular interests of the different 
parts of Russia are so closely interwoven that their confederation 
in one form or another is inevitable after the war. Moreover, I 
deal exclusively with the agricultural potentialities of Russia and 
with its transition to intensive culture, which concerns principally 
those Russian regions which will never cease to be Russian. 
Regardless of the political configurations and inter-relations of 
these regions, they will always have to bear their share of the 
burden of the old Russia’s foreign loans. 


E. HERMONIUsS, 


Formerly President of the Russian 
Government Commtttce in London. 


EXTRACTS FROM GERMAN PERIODICALS RELATING TO THE WAR. 


THE relief of disabled soldiers is a subject which receives much 
attention. Thus a Bremen journal records of the local Committee 
appointed for that purpose that relief measures took the form of 
vocational advice, training, finding situations and financial assist- 
ance, while the Committee also gave advice in matters relating to 
pensions and other legal and economic questions, provided clothes 
and medical treatment, looked after families, co-operated in pro- 
viding resources for the acquisition of small-holdings or home- 
steads, arranged for composition grants and took similar economic 
measures. Professor Silex in the Berliner Tageblatt demands 
small holdings for blinded men. With a blind man more than 
with any other man speedy assistance is of the greatest importance 
for his whole future. A cottage and an acre or so of land will 
make him and his family content for all time. 

The problem of women’s work after the war is the subject of 
an article in Soziale Praxis by Dr. Kathe Gaebel. She points out 
that the restoration of workers to peace employment will, of 
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course, be mainly the task of the employment bureaux. It is 
essential that employment agencies which will for the most part 
be inter-local during the transition period should be so arranged 
that they will enable the Silesian textile woman worker when 
dismissed from the munitions factory to proceed to some other 
place of employment, or, where possible, to her own home. At 
all costs she must be prevented from wandering about out of work 
or from swelling the numbers of the proletariat in large towns, 
which presumably will still have their power of attraction. The 
prohibition of night work, work on Sundays, and overtime, ought 
to take place at once, while the elimination of women from em- 
ployments injurious to health ought to be put into force at latest 
within three months. Government orders which can be executed 
by women and are not for technical reasons bound to be carried 
out in any one definite locality should count as emergency work 
and be placed with workers who need them. In all cases where the 
provision of work such as has been described cannot be arranged, 
relief for those out of employment will be indispensable. The 
question of relief presents difficulties. Thousands of women and 
girls, after the return of the breadwinner of the family or the 
restoration of other sources of income, will no longer be forced to 
work for pay. Ought they then to be allowed to have a claim to 
unemployment relief ? 

The increase of State maternity grants is demanded by Frau 
Clara Schlossmann in Schmoller’s Jahrbuch. The birth-rate 
before the war reached nearly 2,000,000, and on the estimate 
that three-quarters of the mothers will require State aid, a far 
larger sum will have to be put aside for the purpose than is 
assigned at present. On the basis of the figures in Diisseldorf, 
where in 1916 the amount granted to 714 maternity cases 
averaged Mk.128, the yearly expenditure in the Empire would 
reach Mk.180 mill. An Imperial grant will be required. It is 
difficult to apply a system of compulsory insurance. All who 
think they can dispense with State aid will decline to pay, and 
those who fail to pay their subscriptions to it will be excluded 
from the benefits of the Act. Any legal compulsion, as in cases 
of non-payment of taxes, will be expensive and unpopular. Another 
objection to compulsory motherhood insurance is that the women 
only are liable for the cost and not the men who as fathers ought 
to share the burden. 

Germany's war bill is discussed by Georg Bernhard in Plutus 
for June and July. For disabled soldiers and dependents he 
reckons two milliards of marks (£100,000,000) per annum, as 
follows : The number of the killed may be estimated at 14 million. 
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Among the dead are a considerable number of young men whose 
death does not make the State liable to give any kind of relief. 
The number of deaths which make the State liable to grant relief 
may be taken at one million. To this a further million may be 
added of men disabled in such a way that they may claim per- 
manent support,.and the sum of Mk.1,000 may be taken as the 
average sum to be given to each individual. It follows, then, 
that at first at least Mk.2 milliards annually will be required. This 
sum will presumably reduce itself quickly, owing to the mortality 
of the pensioners. On the other hand, in the case of soldiers’ 
dependents it must be remembered that the number of war mar- 
riages of young people has been extraordinarily large, and that 
accordingly provision will have to be made for many young orphans 
and very many widows. This, however, may be compensated for 
to a certain extent by the fact that owing to the large number of 
war marriages of young people many of the widows will remarry, 
and so forfeit their pensions. In spite of the reduced chances of 
marriage experience shows that, given equal chances, widows 
marry sooner than single girls. The annual sum of Mk.2 milliards 
capitalised amounts to Mk.25,000 million. Combining this figure 
with other items we have the following account :— 


Mk. 

Cost of mobilisation... . 1,000 millions. 
Purely military war expenses 116,000 
Cost of feeding the nation and similar charges ... 10,000 __,, 
Compensation to owners in devastated districts ... 5,000 . 
Reconstruction of the army and fleet Sat ..» 6,000 we 

Total... ... 163,000 millions. 


” 


This total (£8,000 million) may be taken as the amount of Ger- 
many’s war debt on the supposition that the war ends this year. 

The demagogic proposal to reduce the interest is strongly depre- 
cated by Bernhard. After the war neutral countries who will have 
a considerable surplus of capital will be inclined to invest in 
German Government loans, just as German municipalities and 
public corporations will obtain considerable loans from abroad. 
But every credit transaction with foreign countries would appear 
quite impossible were Germany desirous of repudiating the liabili- 
ties arising from the war loans. Firstly, a drastic reduction of 
the rate of interest on loans would injure very wide strata of the 
population. The summaries issued of the subscriptions to each 
individual war loan show that the number of small subscribers 
has been extraordinarily large on every occasion. Moreover, 
throughout the war all trust funds of infants, all the savings of 
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widows and orphans, have been invested in the loans, while many 
public welfare institutions whose funds benefit widows and 
orphans, and especially insurance offices, have been very large 
subscribers. But even that is not the most weighty argument 
against any reduction of the interest on loans. The German 
working classes are still more interested in another side of war 
finance. The success of the loans was largely due to the fact that 
the ever-increasing scarcity of raw materials in nearly all indus- 
trial and commercial undertakings transformed into cash capital 
which formerly existed in the shape of raw materials, half finished 
and finished manufactured articles. This capital, thus deprived 
of its functions, had to be invested, and there was no sounder in- 
vestment for it than the war loans. At the moment when the 
German economic system can once more apply itself to peace 
labours this capital will, of course, once more be transformed 
into commodities. The prerequisite for the success of this pro- 
ceeding will be the possibility of converting war loan stock into 
cash either by selling it or lending it. In other words, on the 
possibility of obtaining full value for war loan stock depends first 
and foremost the power of the German economic system to resume 
its labours after the war. 

In the latest Ariegheft of the Archiv fiir Sozialwissenschaft 
(Tiibingen) Dr. Carl Erich von Kihlmann, of Berlin, strongly 
advocates the extinction of the national debt by a single colossal 
levy on capital. It will prove impossible to go on paying interest, 
considering the immense outlay required for reconstruction. It is 
Utopian to expect a development of productive power adequate 
to the burden. Germany is in the position of a railway of which 
the profits scarcely suffice to pay the interest on the bonds. Such 
a concern is best put into the hands of a receiver; in order that 
the over-capitalisation may be written down, the “ water” 
squeezed out. The objection that means of production would be 
withdrawn from private hands is treated as fallacious. Likewise 
the objection that the formation of capital would be discouraged 
is said to be illogical, since it is equally applicable to a heavy 
income-tax. The objection that the valuation of property would 
be impracticable is met by the arrangement that the owner should 
value the property, the State having an option to buy it at that 
valuation. The contribution will be made in war stock or by 
handing securities or goods to the State. There should be a steep 
graduation, the details of which are elaborated in connection with 
the inheritance tax. ne 

Under the heading Contemporary Changes in Soéralist Ideas 
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and Theory Prof. Lederer presents a clear view of the so-called 
neo-Marxism, of which the most prominent representatives are 
Karl Renner, Paul Lensch, and Johann Plenge. Renner’s book, 
Marxismus Krieg und Internationale is highly praised by the 
very competent critic for its style and classical form. But Prof. 
Lederer allows it to be seen that he has not an equally high 
opinion of the author’s logical power and economic insight. 
Renner insists on the interposition of the State—durchstaatlichte 
Wirtschaft. But he has never thought out the relevant theory of 
monopoly. He continues to subscribe to the Marxian law of value. 
Altogether the work is of political rather than economic interest— 
es ist ein politisches, ein durchaus untheoretisches Buch geblieben. 
Lensch’s book Drei Jahre Weltrevolutions (1917) obtains even 
scanter praise. Lensch sees in the war a revolution after the 
type of Marx’ conceptions. Germany is in the position which in 
the Marxian scheme is characteristic of the proletariate: “ its 
interest is identical with that of all mankind.” Germany is like 
the great men of history, of whom it is said by Hegel that their 
individual aims contain the substance of the world-spirit’s will. 
As Prof. Lederer comments, the categories of the Socialistic 
range of ideas are translated into world-politics with wonderful 
adroitness (Schneidigkeit). Only, what remains of Socialism? 
While the writer goes on talking of England and France and Ger- 
many as units he gives up the fundamental conceptions of Social- 
ism. Plenge’s book Die Revolutionierung der Revolutiondre is 
even wilder. It will be sufficient to paraphrase the critic’s sum- 
ming up: What mad play of words, what juggling (Ballspiel) 
with ideas! A revision of the Marxian edifice, a fresh testing of 
his presuppositions, would have been welcome. But Plenge is 
anything but critical. There is nothing new in his “ neo-Social- 
ism,” described as “ a spiritual and economico-technical thorough 
organisation of capitalism.” 

Prof. Lederer also contributes to the Archiv an article on 
Die Oekonomische Umschichtung im Kriege, tracing the changes 
in currency and other economic phenomena which have occurred 
in successive periods of the war. 

Other articles deal with conjuncture in war-time, agriculture 
in the period of reconstruction, the possibilities of Hungarian 
agriculture and their significance for Central Europe, (German) 
newspapers in the period of transition, reconstruction in England 
(mostly derived from sources which are very accessible to the 


English reader). 
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RECENT OFFICIAL PAPERS 


Report of Treasury Committee on Bank Amalgamations. 
(Cd. 9052.] 1d. 

National Debt. [Cd. 8972.] 1918. The liabilities of the State 
from 1875-6 to 1916-17 are exhibited. 

Report of the Select Committee on the Luxury Duty. No. 101. 

Explanatory Statement on the French Tax on Luxury. No. 57. 
1d. 

Second Annual Report of the National War Savings Committee. 
[Cd. 9112.] An analysis of contributions to State securities, those 
of the small investor amounting to £253,000,000. 

Siaty-second Annual Report of the Registrar-General for Scotland, 
1916. (Cd. 9014.] 1918. The birth-rate was 22°79 per thousand, 
being 3°69 less than the mean of the rates for the preceding ten years. 
The proportion of illegitimate births was the same—7‘1 per cent.— 
as on the average for the preceding ten years. The death-rate— 
14°64 per thousand—is the lowest recorded for Scotland. 

Report of the Departmental Committee for Inquiring into the 
Principles which Should Determine the Construction of Scales of 
Salary for Teachers in Elementary Schools. Vol. I. (Report) (Cd. 
8939], Vol. II. (Evidence and Memoranda) [Cd. 8999]. 1918. 

The Committee have considered ‘‘ whether there is any sound 
principle underlying the universal practice of engaging women under 
a scale which is lower than that for men in the same area’’; and 
they do not recommend equal payment as a general principle—with 
some important exceptions. A memorandum submitted by the 
National Federation of Women Teachers presents ably the case for 


equal payment. 
Fourth Report of the Central Control Board (Liquor Traffic). 


[Cd. 9055.] 3d. 1918. There has been a continuous reduction in 
public drunkenness, and there is nothing to prevent the permanent 
maintenance of the present level of sobriety. 

Reports of English, Scotch, and Irish Committees, and State 
Purchase and Control of the Liquor Trade. [Cd. 9042.] 9d. 

Trade of India in 1916-17. [Cd. 9067.] 1918. Among general 
features it is noticed that the monsoon ‘‘ the jugular vein of Indian 
trade ’’ was favourable, and the crops better than in 1915-16. Whole- 
sale prices were (in Calcutta) 17 per cent. above the level of March, 
1916, and 44 per cent. above the pre-war level. The rise was due 
not to food-grains, but chiefly to imported goods. 

Reports of Departmental Committees appointed by the Board of 
Trade to Consider the Position of Various Industries after the War. 

The Coal Trade. [Cd. 9093.] 4d. Output and Cost of Produc- 
tion, Housing Accommodation, Charges for Wayleaves, Support of 
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Railways and Canals, the Export Trade, Shipping Tonnage available 
after the War. 

The Engineering Trades. [Cd. 9073.] 6d. General Survey, 
Works and Plant, Materials, Manufacturers, Costing, Standardisa- 
tion, Labour, Female Labour, Higher Technical Education, Finance, 
Competition, Trade Combinations, Dumping, Patents and Trade 
Marks, Trade after the War. 

The Iron and Steel Trades. [Cd. 9071.] 6d. Historical Survey, 
Survey of the Commercial and Manufacturing Position in the 
Various Branches of the Industries, Commercial Reconstruction, Iron 
Ore, Organisation in the Industries, Labour, Protection, Means of 
Transport, Royalties and Wayleaves, Technical Education, Com- 
mercial Intelligence. 

Shipping and Shipbuilding Trades. [Cd. 9092.] 1s. 8d. The 
German Control Stations and the Atlantic Emigrant Traffic, the 
Reeonstruction of the Mercantile Marine, International Competition 
and Navigation Policy. 

The Textile Trades. [Cd. 9070.] 1s. 8d. The Textile Raw 
Materials, General Position and Sources of Supply, the Present 
Position, Organisation and Future of Each Industry, Plant, Labour, 
Scientific and Technical Research, Marketing, Transport, the State 
and Industry. 

The Electrical Trades. (Cd. 9072.] 2d. National Importance 
of the Electrical Industry, Electricity Generating and Transmission, 
Electric Traction, Manufacturing, Financial. 

Much valuable information and good advice—briefly indicated 
above—is given with respect to the internal organisation of the respec- 
tive trades. There are also some drastic proposals as to Govern- 
mental action with respect to foreign trade. Thus it is recommended 
that for a period of not less than a year the import and export of 
textiles between the British Empire and enemy States should be pro- 
hibited, and that afterwards imports from Austria and Hungary 
should be subjected to a special régime. Anti-dumping legislation, 
like that of the United States, and preferential treatment of imports 
from British Overseas Dominions are recommended. Protection is 
openly claimed for the iron and steel industries against dumping, to 
promote imperial preference, as permitting negotiation with foreign 
countries and in the interests of labour. Sir Hugh Bell, with Mr. 
John E. Davison, makes a vigorous protest against this demand. 

Final Report of Lord Balfour of Burleigh’s Committee on Com- 
mercial and Industrial Policy after the War. [Cd. 9035.] 9d. 

The Position of British Trade and Industry in 1913; Measures 
to be adopted during the Transitional Period; the Supply of 
Materials; Essential Industries; the Treatment of Aliens in respect 
of Commercial and Industrial Occupations and Undertakings in this 
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Country; Industrial and Commercial Organisation; Finance and 
Industry ; Fiscal Policy ; Weights and Measures ; Coinage Conclusions. 

Ditto Interim Report on Certain Essential Industries. [Cd. 9082. } 
2d. 

Ditto Interim Report on Importation of Goods from the Present 
Enemy Countries after the War. [Cd. 9033.] 1d. 

Ditto Interim Report'on Treatment of Exports from the United 
Kingdom and British Overseas Possessions, and the Conservation of 
the Resources of the Empire during the Transitional Period after 
the War. [Cd. 9034.] 2d. 

Report of the Agricultural Policy Sub-Committee of the Recon- 
struction Committee. [Cd. 9079.] 1s. 3d. Summaries of Evidence 
with Index. [Cd. 9080.] 1s. 3d. 

Effects of the Agricultural Depression, Need for a New Agri- 
cultural Policy, Agricultural Wages, Price of Wheat and Oats, Effect 
of Guaranteed Prices on Rents, Method of Securing Increased Pro- 
duction, Sugar Beet, Agricultural Instruction and Research, Organ- 
isation and Co-operation, Small Holdings, Village Reconstruction, 
Reclamation and Drainage. 

Final Report of the Dominions Royal Commission. With Map. 
Reprinted in small 8vo size, cloth bound. 1s. 6d. 

Final Report of the Health of Munition Workers Committee. 
Industrial Health and Efficiency. Plates and Diagrams. [Cd. 9065. ] 
2s. 

Preliminary and Historical Survey, Relation of Fatigue and IIl- 
Health to Industrial Efficiency, the Industrial Employment of 
Women, Hours of Labour, Food and Canteens, Special Industrial 
Diseases, Cleanliness, Ventilation, Heating and Lighting, Welfare 
Supervision. 

Ditto Memorandum No. 21: The Causation of Industrial Acci- 
dents. Diagrams. ([Cd. 9046. 

Infant Welfare in Germany. Report prepared in the Intelligence 
Department of the Local Government Board, 1918. 9d. 

Report of Committee on Relations between Employers and 
Employed, Conciliation and Arbitration. [Cd. 9081.] 1d. 

Memorandum by the Ministry of Reconstruction and Minister of 
Labour on Industrial Councils and Trade Boards. [Cd. 9085.] 1d. 

Report of Enquiry made by the Ministry of Labour on the Origin, 
Constitution, Procedure, and Functions of Works Committees. 6d. 

War Prices and House Rents. Department of Statistics, India. 
[No. 581.] The general level of wholesale prices in Calcutta at the 
end of December, 1917, was 68 per cent. higher than at the outbreak 
of the war. The corresponding rise in Bombay was 109 per cent. ; in 
Karachi, 94 per cent. The rise in retail price was 21 per cent. in 
Calcutta, 29 per cent. in Bombay, and 35 per cent. in Karachi. The 
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rise in house rents in 1917 compared with July, 1914, was 41 per 
cent. in Karachi, 18 in Bombay, 9 in Calcutta. 

Note on the Egyptian Budget. The annual Reports upon the 
affairs of Egypt, to which the British public looked forward with 
interest in the days of Lord Cromer and Lord Kitchener, have been 
discontinued since the outbreak of the war, and in his Note upon 
the Budget of 1918 the Acting Financial Adviser takes a wider flight 
than is usual in the Note. The intention is laudable but the execu- 
tion is (perhaps necessarily) too sketchy to afford us much definite 
measure or indication of the progress of the country. On the other 
hand, the financial details are singularly imperfect. The debt is not 
mentioned. Nothing is said of the census taken last year, though 
its cost is of importance even for comparison. The telephones pur- 
chased last year are estimated to yield a revenue of £200,000 as 
against an expenditure of £140,000; but the terms of purchase are 
not alluded to. The currency situation is rather questionably 
defended but is not elucidated. The notes of the National Bank of 
Egypt, a private bank, which in 1913 oscillated between about 14 
and 2} millions sterling, are now legal tender, inconvertible, and 
amount to about 31 millions. We are not told how much gold is 
held against the notes. The fixed amount before the war was 50 per 
cent., but is now probably about 6 millions against 31 millions of 
notes. In other words, the notes uncovered by gold have risen from 
1 million to 25 millions. The terms upon which the notes are allowed 
by Government to be issued are not stated, but we are told that “‘ the 
evidence is on the whole against any special inflation in Egypt due to 
our currency system.’’ The evidence chiefly relied upon is appar- 
ently the fact that the rise of prices in Egypt is ‘‘ probably less pro- 
nounced than elsewhere.’’ This would be valid if gold and com- 
modities were free to flow; but with an embargo upon so many 
imports and exports and the restrictions upon gold movements, the 
level of prices in Egypt is comparable rather to the level of water in 
a lock than to sea-level. And if there is inflation in the other 
countries with which comparison is made a parity of prices would 
rather prove than disprove inflation in Egypt. In 1916 the realised 
surplus was over 2} millions out of a revenue of about 20 millions. 
For 1917 a still higher surplus is expected when the accounts are 
closed. For 1918 the Budget is estimated to balance at £E.23,250,000. 
The Exchequer is evidently during the war in a flourishing condition, 
but some interesting problems of finance lie ahead. 
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TAXATION OF CAPITAL 


‘ To the Editor of the Economic JourNat. 
IR, 

It is impossible to read the three articles in your June number 
without dismay. That the discussions in the daily Press and the 
debates in the House- of Commons should shew states of mind 
varying from mere currency-confusion to invincible ignorance is not 
surprising: we are prepared for anything from such quarters. That 
an American man of business should have published a great plan 
for wiping off the war debt and fertilizing post-war industry by at 
once issuing paper money to the entire amount of the debt on the 
security of a compact between the nations to reduce their arma- 
ments to the dimensions of a domestic police force whilst keeping 
up their military and naval taxation to the 1913 level for a hundred 
years to come is no worse than might have been expected from 
the odd mixture of cautious sense and reckless nonsense which the 
American business climate seems to produce. But when Tue 
Economic JouRNAL shows unmistakable symptoms of the crazy 
delusion that the thousands of millions we have exploded into 
noxious, dissipated gases, destroying in the process an immense mass 
of wealth, both vital and material, are still extant to be taxed and 
levied and collected, merely because the figures which record their 
appropriation are to be found in the books of the Bank of England 
and cognate institutions, and are being used to register a legal claim 
by the contributors to a share in the income of the country (that is, 
to future harvests as yet unreaped, and future outputs as yet non- 
existent), fills me—sincerely as I respect Professor Pigou—with 
consternation and doubt as to whether our professed economists 
know any more of economics as distinct from stockbroking than our 
solicitors do of law as distinct from bar practice, our doctors of 
science as distinct from clinics, or our clergymen of theology as 
distinct from ritual. 

Do they, like Mr. Sidney Arnold, who has the excuse of being 
only a Member of Parliament, regard as immediately available cash 
the £14,000 millions at which he estimates the capital of the nation? 
Both in the House of Commons and in your columns he has implied 
that he does. But when he comes down to practice, all he proposes 
is that the Government should effect a “‘ levy on capital’’ by simply 
ceasing to pay interest on as much of the War Loan as it may resolve 
to confiscate, and to accept other stocks on mortgage. This is, of 
course, both feasible and constitutional; but it is confiscation of 
income, and does not enable the Government to anticipate a penny 
of future income. The weak point in Mr. Arnold’s case is that he 
offers his capital levy plus a subsequent income-tax of 2s. 6d. in the 
pound as an alternative to an income-tax of 7s. 6d. or thereabouts. 
But he can give our capitalists no guarantee that, if they accept 
the levy, the present income-tax of 6s. will be reduced by a single 
farthing, or that it will not be increased. The candles of the capitalists 
will be burned for them at both ends with the greatest cheerfulness 
by a Labour Government, or a Government depending for office on 
the Labour vote. 

Let us consider what would happen if the Government were to 
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treat every man who has given them five pounds which it has spent 
in gunpowder and burnt in Flanders or Mesopotamia, as if he really 
were, in your contributor’s phrase, ‘‘ worth £5.’’ They could, if 
they decided to tax him on that assumption, take the American 
gentleman’s advice to the extent of issuing paper money to the 
amount of the levy and putting it into immediate circulation. 
Suppose they decided on a 10 per cent. levy, and that this amounted 
to 1,000 millions (which is quite likely, much as I should prefer to 
expect 8,000). Let us assume that the spare money available as 
new capital for the year was 400 millions. This being the sole 
reality at the back of the paper issue, it would promptly depreciate 
until the whole bulk of it, despite its face value of 1,000 millions, 
would be worth only 400 millions. 

This does not apply to burnt gunpowder alone: it is equally 
true of railways, mines, factories, and “‘ fixed capital’’ generally. 
You cannot eat tunnels and embankments or pit shafts, nor pay 
debts with them: you can use them for the production of income 
and for that only. If the capital of the country were multiplied a 
millionfold we should still have to live from hand to mouth: any 
attempt on our part to “‘ realize’ would end in our realizing only 
that applied capital is not available for consumption. 

To the man of business this seems absurd. What is the use, he 
asks, of telling me that I cannot realize my capital when I have 
done it again and again and see men doing it every day? He 
believes, because he sees people living by taking in washing, that 
we can all live by taking in one another’s washing. Never having 
reached the limit of possible realisation, or seen it reached, he does 
not know that this limit is the newly accumulated spare money 
seeking investment at the moment. If it be four hundred millions, 
then capitalists desiring to realise (that is, to anticipate their next 
twenty years’ income) can find investors who, wishing to postpone 
consumption of twenty years’ spare subsistence, will swop with them 
to the extent of four hundred millions. But if the Government, by 
a levy of 10 per cent. on capital, forced capitalists to attempt to 
realise to the extent of 1,000, or 1,500, or 2,000 millions (according 
to the various estimates), it would not get a farthing more in hand 
than the four hundred millions; for the value of the stocks would 
go down to that sum no matter what its nominal figure might be. 
Even in such a trifling levy on capital as the death duties there is 
not a single instance known to me in which Somerset House has not 
had to allow the payment to be spread over a period of years. There 
is never anything to tax or levy on but spare income; and Jevons 
never displayed the peculiar sense of reality which distinguished 
him as an economist better than when he defined capital as spare 
money. 

Capital is, in fact, spare subsistence; and when this spare sub- 
sistence is once consumed by workers in the act of making means of 
production, no further consumption is possible except of the product 
as it comes year by year or hour by hour. Even a building left 
without repair cannot be used by anyone for more than sixty minutes 
every hour; and any man attempting to “‘ realize ’’ it by living in it 
sixty hours a day would find himself very much in the position of 
one trying to live on the square root of minus a million. Professor 
Pigou’s suggestion of taxing the capital represented by personal 
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ability is open to the same objection. Shakespear made a fortune 
by his ability; and since his death many other men have made 
fortunes by it. Some have lost them. Suppose Shakespear’s 
genius, when he was a young poacher of twenty, had been valued 
at a million: a very reasonable figure! Professor Pigou might have 
helped Queen Elizabeth to assess a tax on it; but all the Queen’s 
horses and all the Queen’s men could not have collected it. 

The practical conclusion is that the Government can stop paying 
interest to British subjects on the War Loan, and can also confiscate 
our industrial stocks and put the dividends in the national exchequer 
in future. If it will redistribute them satisfactorily I have no 
. objection ; for it has been as plain as the sun in heaven for fifty years 
past that the present distribution of income is absurd, and that redis- 
tribution of income is bound in all developed countries to take the 
place of such comparative trivialities as redistribution of parlia- 
mentary seats. But by no mortal means can the Government 
ever have more to distribute than the income of the moment. On 
the Stock Exchange to-day a few men can swop their claim to a 
quarter of wheat from the 1930 harvest for an immediate banquet 
at the Savoy; but the ultimate buyer will have to wait until 1930 
for his wheat. As far as the available wealth is concerned, it matters 
not whether it be confiscated by a high income-tax or by a capital 
levy: the world cannot live beyond its income either way. Which- 
ever method we adopt we must adopt it with our eyes wide open to 
this fact; for if we insanely imagine that we can ‘‘realize’’ next 
year’s output this year (to say nothing of the output of twenty 
years hence), a crash must ensue which will discredit the whole 
scheme. But if we keep within possibilities by asking for no more 
at a time than the existing spare income, by spreading the payments 
over a number of years or otherwise, then we may not only force 
certain extravagant people to spend less, but incidentally nationalize 
industry by transferring the shares to the Government. Whether 
either of these operations be desirable is an open question. What 
is not an open question is that unless we know exactly what we are 
doing, the South Sea bubble will be the merest joke compared to 
an attempt to pay off the cost of the war by ‘‘ taxation of capital.”’ 

Finally, may I say that it may seem incredible that considerations 
so obvious as those I have pointed out should have escaped econo- 
mists, financiers, and men of business? I was incredulous myself 
for some time; but, having read the debate on Mr. Arnold’s proposal, 
and most of the City articles dealing with the question, as well as the 
utterances of the economists, I am driven to the conclusion that even 
experts are subject to the illusion created by Stock Exchange opera- 
tion that stocks on the whole are immediately realizable assets. 

Yours truly, 
G. Bernarp SHaw. 


The Editor has invited me to write something in reply to the 
foregoing letter. I can do this very briefly. Mr. Bernard Shaw 
has enunciated, with characteristic ornamentation, two propositions. 
The first is that resources which have been blown away in the 
operations of war are no longer available; the second, that most 
forms of capital, such as railways and mines, cannot be “‘ realised,’ 
in the sense of being rendered susceptible to consumption. Both 
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these propositions (I do not include all the surrounding ornamenta- 
tion) are true. Neither, so far as I can recollect, is denied in any 
of the three articles upon which Mr. Shaw purports to comment. 
In my own article they are both explicitly affirmed. Neither of them 
has the least relevance as an argument against a levy on capital carried 
- out in the manner and for the purpose there proposed. I have not 
suggested that the State should collect and hand over for consumption 
either the relics of exploded shells or surviving railway embankments. 
The proposal is that, instead of intervening annually for an indefinite 
period to transfer actual income from taxpayers to holders of Govern- 
ment debt, it should interfere once only, to wipe off a substantial 
part of the debt, by transferring income-yielding instruments. I 
appreciate—and reciprocate—Mr. Bernard Shaw’s kindly sentiment 
of respect. But I should have appreciated it still more had it led 
him to inform himself of what my article contained before he set 
out to criticise it. A. C. Pigov. 


P.S.—Since the ornamentation about Shakespeare refers specially 
to me, perhaps I should not pass it by altogether. There are, as I 
indicated, serious difficulties in the way of a supplementary tax upon 
the immaterial capital of ability. But that urged by Mr. Shaw is 
not one of them. For, first, as TF explained, this tax would not be 
levied in a lump sum, but annually. Secondly, the capital value of 
ability was defined as the discounted value of the income that it is 
expected to bring in to its owners. It is obvious that in this sense, 
the only one here relevant, the capital value of Shakespeare’s genius 
at twenty cannot have been more than a few thousand pounds. To 
name in this connection such a figure as a million is a grotesque 
equivocation. It is like objecting to an ad valorem tax on the sale 
of copyright, that, since Paradise Lost is ‘‘ worth ’’ several hundred 
thousands, such a tax would have ruined Milton. ao F- 


As I have had an opportunity of reading Professor Pigou’s letter 
in proof, I am glad to have his support in my main and nationally 
vital contention. But if he will reread his article carefully, he will, 
I think, find in it what any very ordinary reader (say a Member of 
Parliament) would take to be an assumption that it is possible to pay 
off at once not only 10 per cent. of the cost of the war by taxing 
capital but even 25 or 50 per cent. No doubt Professor Pigou, not 
realizing the degree to which the error I have exposed prevails (it 
is rampant in the third article, and only restrained by a practical 
business sense of the difficulty of realization in the second) con- 
sidered that he had sufficiently guarded himself from misunder- 
standing; but if he had succeeded in doing so I should have been 
eager to claim him as an authority on my side. 

I confess I am not even yet convinced that he is quite free from 
the illusion that capital values really exist. What are we to make 
of his discussion of the case of Shakespear? He says that my 
suggestion that Shakespear’s genius might have been capitalized at 
a million is ‘‘ an equivocation.’’ Apparently what he means is that 
the estimate is excessive, as ‘‘ the capital value of Shakespear’s 
genius at twenty cannot have been more than a few thousand 
pounds.” Now I probably know a good deal more about theatrical 
profits than Professor Pigou; but if he will not accept my suthority 
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I will accept his for the sake of argument, and estimate the capital 
value at £2,500. A 10 per cent. levy on that would have been £250. 
A 1 per cent. levy would have been £25. An attempt to collect 
either sum from the twenty-years-old Shakespear would have resulted 
in the discovery that the £2,500 was a figment. Would any sane 
Elizabethan at that time have advanced Shakespear a single shilling 
on the security of ‘‘ the discounted value of his future income ’’? 
No economist would ‘‘ object to an ad valorem tax on the sale of 
copyright ’’ on the ground that ‘‘ since Paradise Lost is worth several 
hundred thousands [it is worth nothing commercially, by the way, 
as there is no copyright in it], such a tax would have ruined Milton.’’ 
But every economist who understands his profession would object 
to a tax on the potentialities of penniless genius. A copyright, which 
can attach to an achieved work only, is a productive property. When 
I produce a manuscript, and the law gives me the power to withhold 
it from publication or performance on my own terms, I am in the 
position of the landlord of a freehold. I can live on the income of 
the freehold by cultivating it myself as a publisher or manager, or by 
leasing it to a publisher or manager. Or, if I desire to anticipate 
the income, I can sell it outright to some person who, having a fund 
of spare subsistence, desires to postpone consumption of it. What 
it will fetch will be determined by the current supply and demand 
in spare subsistence and by the attraction of a gamble in a very 
hazardous sort of property. But the sale once effected, the price 
ean be taxed without taxing capital values, because the price has 
necessarily been paid out of spare income. The stuff that the money 
represents is there. When Shakespear was twenty, the money made 
by Sir Henry Irving when performing Hamlet was not there, and 
could not by any possibility have paid for the equipment of Drake’s 
ships against the Armada. In short, you cannot tax copyrights. 
You can tax publishers’ profits and theatrical profits and authors’ 
fees; and you can levy on the price paid for copyrights when they 
are sold outright, because they me pi out of income; but you cannot 
tax copyright as what Dr. Johnson called ‘‘ the potentiality of 
becoming rich beyond the dreams of avarice.’’ In making that 
distinction I am not writing ‘‘ ornamentally,” but exactly. Pro- 
fessor Pigou may mean that exactitude is the highest ornament of 
style; but if so, he has left this point, too, a little obscure. I really 
do not think I am guilty of obfuscating economic argument by the 
fascinations of belles lettres. G. B. 8. 


CurRRENT Topics. 


WirtH the impartiality on matters of current controversy 
usual in THE Economic JOURNAL we now, after allowing the 
advocates of a Levy on Capital to have their say in our last 
number, invite our readers to hear the other side. The first two 
articles in the present number dealing with the subject are sup- 
plemented by the criticisms of Mr. Pethick Lawrence’s proposal 
which Mr. Henry Higgs contributes to the Reviews, and by 
Mr. Bernard Shaw’s observations printed above. 
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Some of the arguments against the projected levy were ex- 
pounded at the last meeting of the National Bank of New Zealand 
by the Chairman, Mr. Pember Reeves (reprinted in The Times 
. of July 25th). Assuming the debt after the war to be £7,500 
million and the taxable capital £1,200 million, he argued that in 
order to pay off half the debt there would be required an impost 
of over 30 per cent. (to pay off two-thirds 41 per cent.) collected 
quickly, say in three or four annual instalments. The selling 
value of all securities would be reduced thereby. “ With a gloom 
of a 20 to 40 per cent. levy impending over them buyers would 
not be disposed to give the same prices as before.” The reduction in 
the value of securities would involve a reduction in the accommo- 
dation given by banks. If the taxpayers are to be allowed to 
choose which part of their property they will contribute “ the 
result would be to turn the Revenue Department into something 
like an Old Curiosity Shop and a lost property office.” If the 
Government were content to become a mortgagee, until the mort- 
gages were paid off the debt would remain. Masses of property 
awaiting realisation would further depress prices of capital. As 
to the suggestion that holders of War Loan should take the 
conscripted securities in exchange for their bonds, Mr. Reeves asks 
“ On what terms?” and rules out the proposal as “ muddled and 
impracticable.” The resort to banks would diminish their liquid 
capital. Banks would have to remain mortgagees on a vast scale 
for years. Moreover, the community would not be freed from 
debt. The War Loan might be partly paid off, but the traders 
and industrialists would owe most of the money to the lending 
institutions. Also, working capital would be diminished. True, 
“ the money merely passes from X to Y. Yes; but Y’s £10,000 of 
War Loan, a first-class piece of property, is extinguished.” ‘ The 
working capital of the community is for the time £10,000 less.” 
There would be great difficulty in assessing capital, e.g., the 
funds of trade co-operative societies and insurance companies. 
What of “ the creditors who have lent their money on the faith 
of most solemn and reiterated promises that both principal and 
interest would be secure” ? “ It is no excuse for fleecing your 
creditors that you strip other people also.” It is grossly inequitable 
that the owners of national capital should be picked_out for 
exaction while professional men, writers, actors, etc., pay little 
or nothing. In fine, saving would be deterred by penalising the 
provident while allowing the spendthrift to escape. The only 
mode of lightening the burden of debt that Mr. Reeves can 
suggest is to “ maintain credit, confidence, and enterprise”; and 
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so, as short-dated War Loans fall in, “ to borrow the large sums 
required to pay them off, at reduced rates of interest.” 


THE series of conferences of working-class associations held 
under the auspices of the Council of Ruskin College, as mentioned 
in former numbers of the JoURNAL, was continued at Manchester 
in May last, when 150 delegates, representing some 90 trade 
unions, co-operative societies, and other working-class bodies, 
attended the fourth conference. The subject under discussion was 
The State and Industry during the War and After, and papers on 
The State and the Citizen, The State and the Producer, and The 
State and the Consumer were read by Mr. H. Sanderson Furniss, 
Principal of Ruskin College, Mr. Hilton, of the Garton Founda- 
tion, and Mr. J. J. Mallon, secretary of the National Anti-Sweat- 
ing League. The papers, witha full report of the discussions to 
which they gave rise, have been published by Ruskin College in 
the form of a booklet, which is the fourth volume of the Re-organi- 
sation of Industry Series, price 1s., post free. 

In addition to the work of these conferences Ruskin College, 
while still unable, owing to the war, to receive residential students 
as formerly, has been able to make an important new departure 
by holding at S. Edmund Hall, Oxford, during the months of 
July and August of this year, a summer school for trade union 
officials and others. This is, we believe, the first occasion on 
which a body of trade union officials have at their own request 
come up to Oxford for a course of study, not merely with the 
object of increasing their knowledge of the technical details of 
their trade union work, but for the study of economics, industrial 
law, and trade union problems—for education in a broad sense 
of the word. 


THE Committee of the British Association, Economic Section, 
whose reference is “ The effects of the war on credit, currency, 
and finance,” appointed last November a sub-committee to con- 
sider possible amendments in the income-tax. The sub-committee 
have circulated a questionnaire containing some leading ques- 
tions. For instance: “ Would you suggest any reductions or in- 
creases in exemptions, abatements, or allowances?” Another 
question suggests a doubt whether the distinction between 
“earned” and “ unearned” income is sound ; another question is, 
whether the “ source”’ of a man’s income is more important than 
the claims on it. We understand that the sub-committee has 
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been discussing the scales which might be recommended for a 
post-war income-tax, but that it has not yet come to a decision. 


THE Government have decided to appoint a Committee “ to 
investigate and report as to the relations which should be main- 
tained between the wages of women and men, having regard to 
the interests of both, as well as to the value of their work. The 
recommendations should have in view the necessity of output 
during the war, and the progress and wellbeing of industry in 
the future.” The Committee will consist of The Hon. Mr. 
Justice Atkin (Chairman), Dr. Janet Campbell, Sir Lynden 
Macassey, K.C., K.B.E., Sir W. W. Mackenzie, K.C., K.B.E., 
Mrs. Sidney Webb. 


THE Newmarch Lectures at University College will be given 
this year by Mr. Henry Higgs—the third course which he has 
given in succession. The subject of this year’s course will be 
Financial Statistics. The lectures are open to the public without 
fee or ticket. The first lecture—on The National Balance-Sheet— 
will be at 6.15 p.m. on Wednesday, November 6th. 


CORRIGENDUM. 


On p. 238 of the June number of THE Economic JOURNAL for 
“LBP.” * 


RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Statistical Society. 


May, 1918. The Bases of Local Tazation in England. E. J. Harper. 
An exposition of the existing system presents defects for which 
reforms are proposed. The reader’s views on incidence of taxa- 
tion were disputed by Mr. Edward Bond. The Industrial Posi- 
tion of Italy. Prof. B. Arrotico and Dr. F. Giannini. On the 
Future of Statistics. HaraLp WESTERGAARD. A methodological 
study referring to the paper read by the author before the 
American Statistical Association, and the criticism of that paper 
in the Journal of the Statistical Society for 1917. 


Quarterly Review. 


ApriL, 1918. The Grievances and Aims of Labour. A SKILLED 
ARTISAN. Lucid and apparently reasonable explanations are 
given as to the views of Labour on profiteering, the influence of 
Syndicalism, Socialism and Pacificism, shop stewards, and other 
burning topics. 


The Edinburgh Review. 


Juty, 1918. National Expenditure. J. A. R. Marriott, M.P. 
Problems of British Banking: C. S. Appis. 


The Nineteenth Century. 
Aveust, 1918. The New Marzism. Epwin BEvAN. 


The Contemporary Review. 


Juty, 1918. Capital after the War. Sir Hucn Bett. How to 
Prevent Banking Monopoly. Sipney Wess. “‘ The only remedy, 
ultimately, . . . is for the community to take the monopoly into 
its own hands.’’ Meanwhile transitional remedies are available. 

Aveust. The Control of Prices. A. C. Piaov. Maximum prices 
rather than excess profits taxes are the proper corrective of 
profiteering as to articles necessary for the poor. Maximum 
prices involve rationing to avoid chaos in distribution. Their 
tendency to reduce production is not now very operative, pro- 
duction being already limited by deficient tonnage and other 
incidents of war. Various methods of regulating price—each 
regulation being the fruitful mother of many others—are illus- 
trated by concrete examples. 
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Better Business (Dublin). 


Aucust, 1918. This number contains two descriptive articles on 
The Irish Shirtmaking Industry, and on Co-operation in the New 
World in dealing with nuts and berries; and three theoretical 
or speculative, The Neat Step in Co-operative Production, Co- 
operative Productive Societies in the Future, and Co-operative 
Production. 


Studies (Dublin). 


June, 1918. This number of the Irish quarterly review of Letters, 
Philosophy, and Science includes a ‘‘ Symposium’’ on Four 
Years of Irish Geonomics (1914-1918). Mr. RussELL 
(‘‘ A. E.’’), complaining that the officials of food control regu- 
lated the profits of the distributors on too generous a scale, 
recommends that every rural district in Ireland should become 
self-supporting—‘‘ eat its own bread milled in its own mills and 
baked in its own bakeries ’’ co-operatively. ‘‘ Life will be more 
interesting in the country-side,’’ and productive power will be 
so much increased that there will be more food available for 
the townspeople and for export. Mr. Epwarp Lysacat testifies 
from personal experience that four years have converted agri- 
culture from a very poor business into a moderately good one, 
notwithstanding the ineptitude of innumerable Government con- 
trollers. Mr. E. J. Riorpan contends that there is a systematic 
boycott of Irish industrial resources by British Government 
Departments. 


Bengal Economic Journal (Calcutta). 


AprIL, 1918. The Appreciation of Silver. J. C. Coyacee. The 
After-war Price of Silver. Suater. Our Currency 
Problems. B. F. Mapan. Industrial Development of South 
India. GILBERT SuaTER. Co-operation. B. A. Couuins. In- 
dustrial Development. E. A. Horne. The Labour Question 
in India. H. S. JEvons. 


Journal of the Indian Economic Society (Bombay). 


Marcu, 1918. To stimulate and focus the thoughts and energies of 
all interested in the economic advancement of the Indian people 
is described in an editorial as the object of this new journal. 
The Indian Budget for 1918-9. V. G. Kate. The Village in 
the Melting-pot. GitBert Referring to Prof. Jevons’ 
proposals (at the Poona Conference last December) for the appli- 
cation to India of the principle of the English Enclosure Acts, 
Prof. Slater points out that those Acts were not an unmixed 
benefit. The Organisation of Research in India. N. M. 
Murvumpar. Capital and the Rate of Interest after the War. 
M. J. ANTIA. 


The Quarterly Journal of Economics (Cambridge, Mass.). 


May, 1918. How to Promote Foreign Trade. F. W. Taussia. After 
exposing several popular misconceptions concerning foreign trade 
and four dubious devices for promoting it (export bounties, 
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reduced rates for transportation of goods for export, reduced 
prices of such goods, discriminating duties in foreign countries), 
Prof. Taussig advises cultivating at home industrial efficiency 
and abroad ‘‘ the spirit and the letter of the open door.’’ Recent 
Railroad Failures and Reorganisations. Stuart DaGcerr. A 
Study on the Incidence of an Increment Value Land Tax. Cart 
C. Puenn. The effects of an increment tax of the British type 
are analysed, and illustrated by numerical examples, and com- 
pared with the general property tax in the United States. Fixed 
Costs and Market Price. SpurGeon Bety. The Operation of 
the Massachusetts Income Tax. CHARLES BULLOCK. 


The American Economic Review (Cambridge, Mass.). 


JuNE, 1918. Inflation. E. W. Kemmerer. ‘‘ Inflation occurs when 
at a given price level a country’s circulating media—cash and 
deposit currency—increase relatively to trade needs.’’ Such an 
increase has occurred in the United States with bad results. 
Credit Expansion under the Federal Reserve. H. lL. Resp. 
Price Maintenance. A. R. Torpau. The Problem of Labour 
Turnover. Paut H. Doveras. Profits of Efficiency. C. J. 
Foreman. Is Utility the Most Suitable Term? InvinG Fisner. 
‘‘ The two terms ‘ want’ and ‘ wantability’’ might well be used 
alternatively.’’ A ‘‘unit of ‘ wantability’’’ might be called a 
wantab.”’ 

Under the head, ‘‘ Who is the Twentieth Century Mande- 
ville?’’ Prof. Seligman replies vigorously to Prof. Patten’s 
sarcasms with reference to public credit. 


Polttical Science Quarterly (New York). 


Jung, 1918. Bentham’s Felicific Calculus. Wrstey C. 
A formidable attack on the utilitarian philosophy, supported by 
extracts from Bentham’s manuscripts published by Halévy in 
his Formation du Radicalisme Philosophique. Legal Theories of 
Profit. C. J. Foreman. The Food Supply of Russia. H. C. 
SHERMAN. 


Journal of Political Economy (Chicago). 


Aprit, 1918. The Chicago Milk Inquiry. C. S. Duncan. A 
problem in price-fixing; not solved to the satisfaction of the 
writer. Nassau W. Senior. I. §S. Leon Levy. A description 
of Senior’s career introduces a study evoked by the discovery 
of manuscripts containing unpublished lectures. Political 
Economy and Social Progress. C. H. Cootey. The Place of 
Value Theory in Economics. W. H. HaAmILton. 

May, 1918. The War Labor Program. L.C. Marsnaty. The War 
Risk Insurance Act. Pavut H. Doveras. Commercial Banking 
and Capital Formation. H. G. Moutton. Nassau Senior. II. 
S. L. Levy. A foretaste of the lectures discovered (in manu- 
script) by the writer, showing that Senior was not, as commonly 
represented, a mere doctrinaire. 

JuNnE, 1918. The War Industries Board: its Development, Organisa- 
tion, and Functions. C. N. Hircucocx. The World’s Coal 
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Situation during the War. I. W. Norz. The Requisites of 
a National Food Policy. W. H. Hamitton. Principles for the 
guidance of the consumer, the producer, and the Government 
are laid down. 


Annals of American Academy (Philadelphia). 


May, 1918. This number is devoted to Social Work with Families. 

JuLy, 1918. The subject of this number is Mobilising America for the 
War, which is treated under six heads, comprising in all thirty- 
two articles, for instance, on the mobilisation of women, elimi- 
nating vice from camp cities, stimulating labour efficiency in 
war times. Under the fourth head, The Making of a War Budget, 
Prof. Irvine FisHeEr teaches that ‘‘ our real part in financing the 
war is good old-fashioned thrift or saving.’’ Prof. S. Patten 
dilates on The Fallacy of Price-bidding—the rise of prices does 
not tend to increase production. The mobilisation of the public 
mind forms the last heading, comprising a plea for Freedom in 
Discussion in War Time, by Norman ANGELL. 


The Military Historian and Economist (U.S.A.). 


ApriL, 1918. Are We in Danger of Becoming Prussianised? T.N. 
Carver. The difference between the régime of compulsion and 
that of voluntary agreement is greater than the difference 
between forms of liberalism (republic or constitutional monarch). 
Compulsion is necessary in war. Why not for an industrial 
army in peace? Its object is not so definite and unique as that 
of a real army—victory. Besides, war requires speed and 
secrecy. As to the prospects of liberalism with the voluntary 
system, all depends on the capacity of a people to stand pro- 
sperity. A system “‘ in which the ideals of the peoples were per- 
verted toward the economy of happiness, toward getting the 
largest number of pleasurable sensations out of life, would in- 
evitably fail when it came in competition with a system in which 
productive activities and constructive achievement were them- 
selves the great sources of direct and immediate satisfaction.’’ 


Among recent publications of the U.S. Bureau of Labor Statistics 
may be noticed Food Situation in Central Europe, 1917. April, 
1918. 


L’ Egypte Contemporaine (Cairo). 


January, 1918. La contrabande douaniére en Egypte. J. AcHKaR- 
Bonnet. The experience and suggestions of a Customs official, 
who argues in favour of substituting specific for ad valorem 
duties and for strengthening the penal law and procedure against 
smuggling. L’organisation des industries en guerre en Angle- 
terre. M.S. Amos. An inside account of the organisation and 
functions of our Ministry of Munitions. 

Fesruary. La distribution du crédit en Egypte et la menace d'une 
crise de spéculation. Dr. I. G. Levi. 

Marcu. A propos de la menace d'une crise. Dr. I. G. Levi. 

Aprit. Les économies de combustibles actuelles et futures. F. pe 
LANCKER. 
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Journal des Economistes (Paris). 


May, 1918. Une protestation contre la bureaucratie britannique. 
Testis Senior. Lamartine orateur d'affaires. Muuuer. 

JUNE, 1918. Le renouvellement du privilége de la Banque de France. 
Yves Guyot. Les finances du Royaume-Uni (1917-8-9). 
W. M. J. Witurams. A useful conspectus of recent English 
finance. Troisiéme, rapport sur les dépenses publiques en Angle- 
terre. A. RAFFALOVICH. 

Juty, 1918. Le coton et la siderurgie. Yves Guyot. Aveuglement 
monétaire. A. RarraLovicH. Directed against Mr. Lark- 
worthy’s monetary ideals. Le Tabac depuis la guerre. G. Deta- 
MOTTE. 


Jahrbiicher fiir Nationalékonomie (Jena). 


June, 1918. Vom Begriff der Wirtschaft zum Begriffsgebdude der 
Volkswirtschaftlehre. O. Spann. Die Fiirsorge der Staates fiir 
die Landwirtschaft. G. BELow. 


Weltwirtschaftliches Archiv (Jena). 


May, 1918. Das Problem des vaterlindischen Hilfsdienstes in 
kriegfiihrenden und neutralen Landern. Dr. Oscar WINGEN. 
Franzosische Schiffahrtspolitik wahrend des Krieges mit beson- 
derer Beriicksichtigung der deutschen Interessen. (Comte 
Dr. H. Curtu. Die Donauprobleme und die deutschen Aussen- 
handelsaufgaben. Dr. W. H. Epwarps. Die Korkindustrie der 
Vereinigten Staaten von Amerika wahrend des Krieges. EuGcen 
BOHLER. 


La Riforma Sociale (Turin). 


May-June, 1918. Le fonti storiche della legislazione economica di 
guerra. G. Prato. The difficulty of regulating prices, especi- 
ally those of durable commodities, is illustrated with respect to 
house-rents by historical precedents. Intorno alla pressione del 
prestito e dell’ imposta. G. Bircatta. The contention of Prof. 
Griziotti (in Giornale degli Economisti for May, 1917) that the 
financial burden of war may be shifted by a loan from the present 
to a future generation is criticised. Prestite e imposte nelle 
finanze della Guerra. B. Griziotti1. Considering the financial 
effects of a loan involving recourse to the contributions of pos- 
terity and other incidents, the writer advises leaving to a period 
of greater prosperity the task of sustaining the greater part of 
the burden. 


Giornale degli Economisti (Rome). 


APRIL, 1918. Teoria dell’ ammortamento dell’ imposte. B. Griziorrt. 
I lavori della Gommissione per l’ordinamento ferroviario. 
L. AMoROSO. 

May. La clausola della nazione pit favorita. E. Anzitortit. La 
guerra e l’aumento regionale delli prezzi. A. Contento. The 
rise of prices, large everywhere, has been largest in the North 
and in busy centres. Sulla economia della concimazione. E. 
Marencut. The theory of manure. 
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JUNE, 1918. Come ripartire il carico delle spese della guerra. 
B. Griziort1. Taxation combined with loans is recommended. 
As to the incidence of payment for loans, Prof. Pigou has con- 
sidered only the economic, not the financial, effects. 


NEW BOOKS 
English. 


Barciay (Sir Tuomas). New Methods of Adjusting International 
Disputes and the Future. London: Constable. 6s. 6d. 


BraDSHAW (FREDERICK). Social History of England. London: 
Clive. Pp. 404. 


[The object of the volume is to supply within reasonable compass a text-book 
suitable for use in colleges and upper forms of schools. The author is Lecturer 
in Economic History at Armstrong College, Newcastle-upon-Tyne.] 


CLARKE (JOHN). Outlines of Local Government. London: 
Pitman. 1918. Pp. 83. 


[A revised and enlarged edition of the brochure noticed in the Economic 
Journal, Vol. XXVI.] 


Craic (W.L.). Sterling Decimal Coinage. A Colonial Plea for 
Modernising our Money. With some New Ideas in Respect to the 
Florin Scheme and the Crown Scheme. London: E. Wilson. 1918. 
Pp. 148. 


Hecut (J. §.). Free Trade or Free Production. London: King. 
1918. Pp. 20. 

[In place of Free Trade with its low wages, low wealth increment, and long 
working hours, we may have high wages, high wealth increment, and shorter 
working hours.] 


(Sir Scott). The Statesman’s Yearbook. Edited 
by Sir J. Scott Keltie. 55th Annual Publication. London: 
Macmillan. 1918. Pp. xlviii+ 1488. 


[The character of being up-to-date is maintained by the Yearbook. For 
instance, very recent particulars as to Russia are given. The table of principal 
events on the war is continued down to the end of May, 1918. There is an 
interesting map showing the world’s pre-war food supply.] 


Lawrence (F. W. Peruicx). A Levy on Capital. London: 
Allen and Unwin. 2s. 6d. 
[Reviewed above.] 


Mattock (W. H.). Capital, War and Wages. Three Questions 
in Outline. London: Blackie. 2s. 6d. 


Mann (Harotp H.). Life and Labour in a Deccan Village. 
(University of Bombay Economic Series, No. I.) London and 
Bombay: H. Milford. Oxford University Press. 1917. Pp. 184. 

[A minute study of a village near Poonah typical of large tracts in the 
Deccan. The multiplication of landowners leading to an exodus from the 
village is a regrettable result of English rule.] 
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MEuLEN (Henry). Industrial Justice through Banking Reform. 
An outline of a policy of individualism. London: James. 1917. 
Pp. 324. 


[It is contended that our currency and banking laws lead to serious industrial 
injustice. There are criticisms of many classical doctrines, Mill’s views as to 
the Bank Act, Bohm-Bawerk’s theory of interest, etc.] 

Miter (T. Frame). Do You Pay Excess Profits Duty? London: 
Allen and Unwin. 1918. Pp. 34. 1s. 


New Townsmen. New Towns after the War. An Argument for 
Garden Cities. London: Dent. 1918. Pp. 84. 1s. 


RowntTREE (SEEBOHM). The Human Needs of Labour. Nelson. 
38. 6d 


Ruskin College. The State and Industry During the War and 
After. Papers by H. Sanderson Furniss and Others. Oxford: 
Ruskin College. 1918. Pp. 84. 1s. 

[To be reviewed.] 

Scott (W. R.). Economic Problems of Peace After War. (The 
W. Stanley Jevons Lectures at University College, 1918.) Cam- 
‘bridge: University Press. 1918. Pp. 139. 6s. 


Smpson (J. Y.). Some Notes on the State Monopoly of Sale and 
Subsequent Prohibition of Vodka in Russia. London: King. 1918. 
Pp. 64. 

[The general effects and the financial aspects of the State monopoly, and 
of the prohibition are exhibited.] 


Smita (A. D.). The Development of Rates of Postage. London: 
Allen and Unwin. 1918. Pp. 429. 16s. 


Smita (BR. J.). Race Regeneration. London: King. 1918. 
Pp. 223. 

[A general idea of the topics treated may be obtained by the following heads 
of chapters: ‘‘The Declining Birth-rate,” ‘‘ Housing Endowment of Mother- 
hood,” ‘‘A Ministry of Health,” ‘“‘The Bradford Scheme (for Maternity and 
Child Welfare.”)] 

Spooner (H. J.). Wealth from Waste. With a Foreword by 
Lord Leverhulme. London: Routledge. 7s. 6d. 


TurNER (SaMvuEL). From War to Work. London: Nisbet. 
Pp. 109 

[‘‘A new conception of the executive functions of government,’ and ‘‘a con- 
sciousness of the need of certain reforms’’ are inculcated. The author is 
joint-editor of ‘‘Eclipse or Empire.’’] 

Unwin (GEoRGE). Finance and Trade under Edward III. By 
Members of the History School (of Manchester University). Edited 
by George Unwin. Manchester: University Press. 1918. Pp. 360. 

[To be reviewed.] 

Withers (Hartiey). The Business of Finance. London: 
Murray. 1918. Pp. vii+236. 6s. 

[To be reviewed.] 


Yates (L. K.). The Woman’s Part. A Record of Munitions 
Work. London: Hodder and Stoughton. 1s. 3d. 
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American. 


AGunipEes (Nicotas P.). Mohammedan Theories of Finance. 
With an Introduction to Mohammedan Law and a Bibliography. 
(Columbia University Studies.) New York Co. Pp. 540. 

[The author, who is a B.L. of Constantinople, and Ph.D. of Columbia, was 
reared a Christian, but has strong Mohammedan sympathies. ] 

Auuin (CepHas D.). A History of the Tariff Relations of the 
Australian Colonies. (Studies in the Social Sciences, No. 7.) Min- 
neapolis: University. 1918. Pp. 177. 75 cents. 


Estcourt (Row.anp). The Conflict of Tax Laws. (University 
of California Publications in Economics.) Berkeley: California 
University Press. 1918. Pp. 231. 


[Reviewed above.] 


The Federal Income Tax. Guaranty Trust Company, New York. 
1918. 

[The Act of 1917 is presented in a convenient form. The graduation from 
13d. in the pound to 12s. is striking.] 

Hoxie (R. F.). Trade Unionism in the United States. New 
York: Appleton. 1917. Pp. xxxvii+426. 2.50 dollars. 

{Compiled from notes and writings of the late Professor Hoxie.] 


Husericu (C. H.) and Kine (Ricwarp). The Development of 
German Prize Law. New York: Baker, Voorhis and Co. 1918. 
Pp. 61. 


KetiocG (V.) and Taytor. The Food Problem. New York: 
Macmillan Co., 1917. Pp. 213. 1.25 dollar. 


[The Allies should have a sort of common store to be intelligently dispensed. 
Germany’s food experience and European attempts at control are discussed.] 


Lorta (ACHILLE). The Economic Causes of War. Translated by 
J. L. Garner. Chicago: Kerr. 1918. Pp. 188. 
[Reviewed above.] 


Scott (JAmMes Brown). The Controversy over Neutral Rights 
between the United States and France, 1797-1800. A Collection of 
American State Papers and Judicial Decisions. Edited by J. B. S. 
(Carnegie Endowment for International Peace.) New York: Oxford 
University Press. (America Branch.) 1917. Pp. 510. 


Scotr (James Brown). The Declaration of Independence. The 
Articles of Confederation. The Constitution of the United States. 
New York: Oxford University Press. Pp. 74. 


War Excess Profits Tax Law. Guaranty Trust Company. New 
York. 1918. Pp. 94. 


WESTERGAARD (W.). The Danish West Indies. New York: 
Maemillan. 1917. Pp. 359. 2.50 dollars. 


STEVENS (Don Lorenzo). A Bibliography of Municipal Utility 
Regulation and Municipal Ownership. Cambridge: Harvard Uni- 
versity Press. 1918. Pp. 410. 


[An extensive bibliography designed mainly for the use of business men, 
Electricity, gas, water, traction are among the utilities referred to.] 
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French. 


Renarp (G.). Les répercussions économiques de la guerre 
actuelle sur la France. Paris: Alean. 1917. Pp. 516. 11 francs. 


German. 


FEUCHTWANGER (LEO). Die Darlehnskassen des Deutschen 
Reiches. Stuttgart and Berlin: Cotta. Pp.x+255. 1918. 

(This, the 141st volume of the Munich Economic Studies, edited by Brentano 
and Lotz, contains a very full and adequate account of the German War-Loan 
Banks. Ample Bibliography. ] 

GOLDSCHEID (Rupo.F). Staatssozialismus oder Staatskapitalis- 
mus. Vienna and Leipzig: Anzengruber-Verlag. Pp. xviii+186. 
1917. 

[Advocates a levy on Capital as the best method of cancelling war debts.] 


HERKNER (Hernricu), Editor. Die Neuordnung der deutschen 
Finanzwirtschaft. Munich and Leipzig: Duncker and Humblot. 
Pp. vii+345. 1918. 

[Vol. 156 of the publications of the Verein fiir Sozialpolitik. Contains six 
valuable papers as follows :—(1) On a capital levy, by Prof. Karl Diehl. 
(2) The method of carrying out such a levy, by Dr. Felix Somary. (3) A 
criticism of the capital levy from the general economic point of view, and 
from the point of view of fiscal justice, by Prof. Heinrich Dietzel. (4) Income 
tax in the German Empire, by Prof. Walther Lotz. (5) Taxation according 
to capacity, with special reference to the size of the family, by Prof. Paul 
Mombert. (6) The Economics of the provision of Light and Power (Petroleum, 
Coal, and Electricity), by Prof. Eberhard Gothein.] 


Laun (Dr. Rupotr). Die Internationalisierungen der Meerengen 


und Kanile. La Hague: Nijhoff. 1918. Pp.172. [A report made 
to the Neutral Conference in Berlin. | 


(W.). Die Landarbeiterfrage in Deutschland. 
Tiibingen: Mohr. Pp. iv+85. 1917. 


Italian. 


“Gint (Corrado). Il Costo della Guerra. Rome: L’Universelle 
Imprimerie. 1918. Pp. 38. 


[There should not be included in the cost of the war the forgoing of wealth 
which might have been expected but for the war, nor the cost of preparing for 
war during peace. Even taking account of the loss of personal capital, the cost 
is less, the ultimate gain greater, than appears. There will be greater economic 
efficiency, a new spirit of solidarity, and international collaboration. ] 


GRazIADEI (A.). Quantita e prezzi d’equilibrio fra domanda ed 
offerta con particolare applicazione al nitrato sodico. Roma: 
Atheneum. 1918. 


PanTALEONI (M.). Politica. Criteri e eventi. Bari: Laterza. 
1918. 


